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Conditions At the Close of 1911 


By ROGER W. BABSON. 


T is customary at the end of the year 
to find men more than ordinarily 
hopeful. The approach of the holi- 

days necessarily makes for business en- 
deavor, the purpose being to inspire peo- 
ple with the notion that the times, after 
all, are pretty good and likely to be better, 
and that to be liberal with expenditure 
will help on the good feeling. It will be 
recalled that following the serious finan- 
cial reverse in 1907 there were organized 
sunshine societies to stimulate hopeful- 
ness and strenuous effort to bring back 
immediately the conditions preceding the 
reverse. The claim was that the reverse 
was really uncalled for, and that all that 
was required was to accept that idea 
and proceed as before in a business 
way. That was a mistaken assumption. 
Fundamental conditions were out of 
true and required much time to right 
them. Nor has time enough yet passed 
to make them entirely right. 

It did seem for a little while in 1908 
as though the sunshine societies, or the 
principle under which they were opera- 
ting might score a triumph, but the idea 
soon passed away, and old conditions re- 
turned, and have remained to this day, 
politics being blamed for failure of the 


theory that they could be willed aside 
whenever men were agreed in action as 
well as in the exercise of the will. 

The year now about gone has been a 
period of disappointment, and withal a 
surprising year, for business has ex- 
ceeded in volume the fears at its begin- 
ning, albeit profits have been hardly sat- 
isfactory. Money has been cheap the 
season through and bank clearings have 
been large, not exactly showing record 
figures, but approximating the best in 
the past. For the month of November 
the bank clearings of the principal cities 
of the United States were $13,942,979,- 
636, an increase of 3.2 per cent. over 
those of the same month last year, and 
falling but 5.2 per cent. below those for 
the month in 1909. Compared with last 
year there was an increase in every sec- 
tion of the country, including New York, 
and there the gain of 3.3 per cent. ex- 
ceeded that in the country as a whole. 
It was the large clearings at the metropo- 
lis in that month of 1909 that account 
for the decrease in the clearings of the 
country, compared with November of 
that year. The decrease in New York 
was 10.9 per cent. 

Especial satisfaction is found in view- 
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ing bank clearings by days the last and 
first months of the current year. The 
average per day in the country for No- 
vember was $580,957,000, the largest 
amount for any month this year, and 
3.2 per cent. more than for the month m 
1910, though falling below the average 
for the same month two years ago.. Oc- 
tober clearings were less per day than 
they were in 1910, and the same was 
true in every month from the beginning 
of the year up to August, when the gain 
was 97 per cent., while in September it 
was no less than 10.7 per cent. Most of 
the largest cities, barring Philadelphia, 
and Cincinnati and Cleveland in the Cen- 
tral West, show larger clearings for No- 
vember than they did last year, and sev- 
eral show an increase also compared with 
1909. As an index to business conditions 
bank clearings are fairly satisfactory. 


THE MONEY FACTOR, 


The money factor, while indicating lack 
of demand has, nevertheless, by the 
same cheapness favored effort for 


expansion from the very start in January 
last. At the opening of December, how- 
ever, with a Wall Street call rate of 6 
per cent., there has been a sign of ap- 


proaching trouble. It was thought that 
the sudden decline in the condition of the 
New York banks at the beginning of De- 
cember was due to other things, of course, 
and to the crediting of gold to Canadian 
banks without shipment of the metal, the 
same being wanted by them for use in 
what is called “window dressing,” in con- 
nection with an important statement re- 
quired by their government. In other 
words, the deteriorated condition of the 
New York banks was scarcely as bad as 
appeared, and it was felt that normal 
conditions would soon return, after, pos- 
sibly, a little firmness over annual settle- 
ment day the first of the new year. 
Assurance exists that American credits 
in Europe can be utilized whenever the 
American situation shall call for money 
louder than the foreign call. The United 
States has been doing a very large busi- 
ness with foreign countries this year, as 
shown by the radical change from a small 
or no export balance to a large balance 
on the side of exports. That the surplus 
of the banks should have been brought 
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to the disappearing point at the close of 
the crop season and with loans abroad 
estimated at $150,000,000, upwards, is 
not to be wondered at. It is, in truth, 
gratifying that the banks and bankers of 
this country should be so closely in touch 
with other countries as to utilize abroad 
funds that are not required for domestic 
purposes. The advantage is mutual as 
between borrowers and lenders. Whether, 
however, this means that fundamental 
monetary conditions are sound, is an- 
other question. 

In the past the United States has been 
best known as a borrowing country. Lat- 
terly it has become both borrower and 
lender, and it will continue the same on 
a larger scale than heretofore, probably. 
Business is bringing into closer relations 
all nations of the earth, and its errand is 
not finished. Business in this and al)? 
great nations will take care of itself, and 
will contract and expand under laws 
which men are striving as never before 
to comprehend. 

Incidentally it may be said that it was 
fortunate for this country that foreign in- 
terests wished to borrow when money 
was abundant here, for the currency laws 
of the country are so defective in point 
of elasticity that much money might have 
lain idle because of the slow methods of 
contraction but for the foreign outlet. 
To alter the banking and currency laws 
of the nation is one of the principal items 
before Congress now assembled; and it 
is possible that great good will arise 
from wise legislation—if it shall chance 
that the legislation is wise, which it may 
be if partisanship shall be forgotten while 
this important matter is being considered. 

Most able financiers of this country 
and abroad speak with favor regarding 
the general plan of the United States to 
improve its banking and currency laws, 
and think that it portends much good to 
the country. Had not the United States 
been a wonderful country it could 
scarcely have forged ahead as it has un- 
der the laws affecting these matter$ 
which have held sway to date. If Con- 
gress shall fail to improve the opportu- 
nity at hand, the country will still get on 
until more serious exigencies than those 
of the past or present shall compel en- 
lightened action. I, however, sincerely 
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trust that the Aldrich plan will be adopted 
at once. 


THE crops oF 1911. 


The year now ending was a mixed 
year, agriculturally speaking. One lead- 
ing crop only was as good as in the pre- 
vious year, and that was cotton, which 
made a new record. One other crop, 
flaxseed, was 50 per cent. larger than in 
1910, but that was because it fell farther 
away from the ten-year average in 1910 
than it recovered in 1911. Cotton and 
corn and winter wheat of the great crops, 
and barley, buckwheat and flax of the 
minor crops, were larger in 1911 than 
the ten-year average. Spring wheat was 
less than the ten-year average in 1911, 
as also was the total of wheat, hay, oats 
and potatoes. The very small crop of 
spring wheat this year, following a small 
crop last year, affected the averages un- 
favorably. The apple crop was relatively 
good in 1911, and makes favorable com- 
parison with the past. The corn and hay 
and potato crops were the worst of the 
leading crops, and these were adversely 
affected by drought, which was one of 
the worst in many years, though felt in 
certain districts in 1910 as well as in 
1911. 

The effect of the corn and wheat and 
other grain shortage and of the excess 
production of cotton upon prices has 
been marked, and prices affect persons 
and industries in a distinct manner. On 
the one hand, cheap cotton has stimulated 
the textile manufacturing industry favor- 
ably, but has carried hardship to South- 
ern growers, and to the mercantile trade 
of the South, which thrives or wanes 
with the prosperity of the farmers of the 
region, though not to the former extent, 
when there were less mills and a less 
varied industry. 

A shortage of the grain crop enhances 
the cost of living directly and indirectly, 
directly by the effect upon the price of 
breadstuffs, and indirectly by the effect 
upon the price of feedstuffs for beef ani- 
mals. This last item is a very impor- 
tant one, and it will be felt throughout 
the season until another crop shall alter 
conditions. Should the 1912 grain crops 
be likewise poor, there may be signal dis- 
tress because of the high prices of meats, 
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unless, of course, the tariff shall be al- 
tered to admit meats from other coun- 
tries. 


SOCIAL UNREST. 


There is increasing social unrest the 
world over regarding the cost of living, 
and bread riots are occurring in sundry 
countries, and may yet occur in this coun- 
try. Municipal organizations are already 
being formed to cheapen the cost of food 
necessities by purchasing from the pro- 
ducer and selling to the consumer at cost 
less the bare expense of handling. 

There is growing discontent with the 
course of the middleman, so called, and 
a determination to lessen his profits or 
do away entirely with his services. In 
very many instances, perhaps commonly, 
the middleman conducts business in an 
expensive manner in order to attract cus- 
tom; and he feels that he must necessa- 
rily charge a high price for his goods and 
wares to assure a good income upon his 
plant. The consumer alleges that his 
charges are excessive and reasons that 
co-operative handling of commodities 
will be under no necessity for maintain- 
ing an expensive plant and advertising 
extensively in order to attract custom. 

How far the antagonism to the middle- 
man will be carried, whether to the point 
of Socialistic effort in municipal govern- 
ment, say in the supplying of fuel and 
provisions, as well as water and light, re- 
mains to be developed. But herein exists 
a factor that may soon have to be dealt 
with in canvassing the business outlook in 
this country, as well as abroad. 

In this connection the accompanying 
chart showing the relations between 
business and political conditions during 
the past twenty years is very suggestive. 


THE LABOR PROBLEM. 


Among the unsettled problems is that 
relating to labor. Here co-operation has 
achieved a great deal already touching 
wages, and it would be only another step 
to co-operation in provisioning the fam- 
ily. The labor unions are among the 
agencies that have contributed tremen- 
dously to the cost of everything into 
which manual and machine labor enters. 
The business man can no longer dictate 
the terms of contract except at great risk, 





CONDITIONS AT THE CLOSE OF 1911. 


while the labor union leaders are making 
themselves a power in politics to the ex- 
tent that they compel consideration from 
political party leaders. How labor is to 
be dealt with by legislators is only second 
to that other question how capital com- 
binations are to be managed. Recent in- 
cidents emphasize the need of serious ac- 
tion regarding this matter. 


THE TRUST PROBLEM. 


The matter of dealing with the trusts 
is far from being determined definitely ; 
and there is great doubt how the vexed 
problem is to be solved. Unavoidably, 
perhaps, it has been thrown into politics, 
and will be the subject of endless discus- 
sion the coming winter at Washington 
and elsewhere. The adequacy of exist- 
ing statutes to meet the issue is being de- 
bated pro and con. The courts are held 
by some to have practically negatived the 
Sherman law as a measure for disinte- 
grating the masterly combinations en- 
gaged in the manufacture and distribu- 
tion of commodities, and there are indica- 
tions of strife over the subject of making 
the law more exact and defining restraint 
of trade so clearly that neither the lay- 
man nor the court need have doubt as to 
what is meant. 

That the law is efficient in the opinion 
of the chief executive of the nation, and 
will be upheld by him, is fully apparent. 

The accepted idea appears to be that all 
business is done under license from the 
people and that the licensees have no 
right to conduct business in a manner 
to oppress their fellows similarly en- 
gaged or the consumers of their prod- 
ucts. That this idea does not obtain 
in practice at present is among the 
things claimed; and how it shall be ac- 
corded appropriate recognition is 
among the burning questions of the 
times. 

When the trust question is fittingly 
dealt with, it is felt that this problem will 
be solved. Business men are believed to 
dread the settlement and the method of 
doing it. Therefore they are apprehen- 
sive that this session of Congress will 
prove more or less distressful to indus- 
trial, mercantile and financial affairs, and 
that business may not equal their de- 
sires in the near future. 
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Students of economic and social condi- 
tions believe that agitation like that in 
progress is inevitable and that it will have 
its compensation, whatever the immediate 
adverse effect may be. I personally think 
that I foresee the establishing of a better 
than the present relation between all par- 
ties to the controversy and all interests 
concerned, the fixing of new rules for the 
conduct of business affairs, and the defin- 
ing more clearly than in the past the duty 
of man to his fellow, whether he is the 
director of affairs, the labor performer or 
the consumer; and the achievement of 
this end would be surely worth the price, 
even though there should be disturbance 
of relations of the parties to a serious ex- 
tent temporarily, accompanied by a busi- 
ness depression and lower prices of both 
stocks and commodities. 


THE OUTLOOK. 


That this country will have a grand 
future should not be questioned. To 
achieve it the country has only to deserve 
it. The age has produced problems 
whose solution will be attended with pe- 
culiar difficulty. That these problems 
will be solved to the ultimate satisfaction 
of the people as a whole is certain. Nat- 
ure has a habit of producing men for the 
occasions which she brings about, and 
there is probably no better soil in the 
world for the growth of men than the 
United States. And the problems will 
probably be solved with a minimum of in- 
justice to the interests concerned. Should 
business be effected adversely for a year 
or two longer, that would not be so dear 
a price to pay for the lasting advantages 
to accrue. 

Perhaps the solution is nearer than some 
men may think, for the intensity of fear 
in these matters itself makes for a con- 
traction of endeavor, whose fruit is econ- 
omy and accumulation of quick assets, 
both of which serve as the basis for ex- 
pansion when underlying and fundamen- 
tal conditions are ripe for a forward 
movement of enterprise. No one need 
tremble for the ultimate material welfare 
of this country if the obligation of the 
hour is faithfully attended to by those 
whose duty it is to think soberly and act 
wisely, and such is the duty of every citi- 
zen. 





The Richest Railroad in the World 


How Will Union Pacific Escape From Its Embarrassment of Wealth? 


NION PACIFIC is a pretty good 
proposition as a railroad alone— 
a conservative six per cent. divi- 
dend-payer, in a growing country, and 
gradually extending its lines—but its 
glories as an operating company pale be- 
fore its wonderful success as an investor 
in other companies. 
A tabulation of its outside holdings and 
resources is almost stupefying. 
Undistributed and uncapitalized assets : 
Surplus, last annual report..$186,914,000 
Profit on $90,000,000 of 
Southern Pacific stock 


bought around 45, about.. 60,000,000 


$246,914,000 


Present price of Union Pacific stock, 
175 
Per cent. on stock represented by 
above assets 


Part of present price represented by 
U. P. stock, aside from above sur- 
plus profits 


That is, if this surplus were distribut- 
ed, it would amount to $114 on each share 
of Union Pacific common, and on the 
basis of present prices this would leave 
the stock, with every appearance of being 
an assured 6 per cent. investment, selling 
at a price of 61. 

This would not mean the segregation 
of Union Pacific’s holdings of other 
stocks, now so much talked of. It would 
simply mean the distribution of the specu- 
lative profits which it has made on those 
stocks, and of the surplus which has ac- 
cumulated from operations and has not 
been paid out in dividends. Union Pa- 
cific would still own its investment stocks, 
some of which are as follows: 


Northwestern com. ........ 4,018,700 


St. Paul pref 
Ill. Central 


The company carries on its books its 
total holdings of stocks and bonds of 
other companies at $259,831,250, their 
par value being $307,106,625. Of these 
securities, about $145,000,000 par value 
are in the company’s treasury and not 
pledged to secure any bond issues. 

Of course, it is understood that no such 
distribution of surplus as figured above 
would be considered or discussed. We 
are merely analyzing the value that stands 
behind the price of 174 for Union Pacific 
common. 

The question may be asked, In what 
form is this huge surplus now invested? 
A profit and loss surplus is a bookkeeping 
item only. It is necessary to go behind 
the returns. Such a surplus sometimes 
has.a way of vanishing from the grasp of 
the persistent investigator. 

The profit on Southern Pacific stock 
still remains in that investment, never 
having been taken up on the books. Union 
Pacific now has about $75,000,000 in its 
treasury in the form of cash or demand 
and time loan credits. Incidentally, there 
are $24,000,000 Oregon Short Line bonds 
in the U. P. treasury which could be mar- 
keted at any time. 

Of the above $75,000,000, about $20,- 
000,000 is in the form of demand loans to 
Southern Pacific, of which U. P. holds 
majority stock ownership; but there is 
no question that Southern Pacific could 
return this loan promptly if desired. It 
is easy to show that the greater part of 
the surplus of $186,000,000 consists of 
actual profits carried forward from year 
to year. 

If we attempt to dig into the concealed 
and underlying assets of Union and 
Southern Pacific, we become involved in 
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an almost inextricable maze. To consider 
land holdings alone, Southern Pacific has 
the largest single ownership in the United 
States—4,318,000 acres in southern Cali- 
fornia and western Oregon, and, with U. 
P., has also millions of acres elsewhere. 
Southern Pacific’s timber holdings are es- 
timated by the U. S. Commissioner of 
Corporations at 106,000,000,000 feet. 
This is between Portland and Sacra- 
mento, is immensely valuable, and is 
growing in value every year. But little 
of it is now being cut. 

Wall Street believes that something 
will be done to distribute Union Pacific’s 
plethora of wealth. The board of direc- 
tors has been thought to favor segrega- 
ting the stocks and issuing certificates 
based on them. It would then be possi- 
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ble for the company to pay 6 per cent. on 
its railroad stock and 6 per cent. on its in- 
vestments. The recent transfer to sur- 
plus of the old profit on the Northern Se- 
curities investment, looks as though the 
management wants to get its accounts in 
shape to make possible a separation of its 
transportation and investment interests. 
By far the largest part of the treasury 
assets consists of Southern Pacific stock, 
and no change in the manner of distribut- 
ing these dividends will be adopted until 
the government’s merger suit is decided 
by the Supreme Court. The Union Pa- 
cific’s right to control Southern Pacific 
was upheld by the lower court, and if the 
appeal, which will probably be argued in 
February is decided along the same lines 
segregation will become more feasible. 


Successful Use of Stop Orders 


Suggestive Comments by an Experienced Trader. 


NTELLIGENT speculators may be 
roughly divided into two classes, 
those who interpret the trend of 

stock prices by a study of fundamental 
conditions, and those who use more or 
less mechanical methods, such as stop 
orders, basing their opinion on the 
superficial appearance of the market, 
without much thought as to underly- 
ing conditions. 

The followers of each of these two 
methods are to a certain degree antag- 
onistic toward the theories of the other. 
A student of fundamental statistics 
will brand the stop order system as 
purely mechanical, the use of which 
will negative the application of his 
theories to the long trend, while the 
user of stop orders has a certain con- 
tempt for the study of the basic causes 
of stock movements, which are so often 
set at naught by manipulation, or by 
overbought and oversold conditions. 

Each in certain respects is correct 
in his criticism of the other, but the 
absolute separation of these two meth- 


ods is a fallacy, in fact an error that 
may in the end cost either advocate his 
capital. 

In brief, no student of fundamentals, 
however able, is sure of the long trend, 
as evidenced by the disagreement over 
the recent course of the market by a 
number of the best analysts in the 
country. The signs in July were so 
obscure, that in many ways it might be 
called the most confusing situation the 
country has ever seen. 

The theory of speculating on the 
great major swings is to assume a posi- 
tion and be definitely committed to 
the side of the market that one’s judg- 
ment dictates, with a conservative mar- 
gin of forty or fifty points. Theoret- . 
ically this is an ideal way of makjhg 
money, but in practice very frequently 
not. The recent swing of stock prices 
may be used as a concrete example. 
A trader who excusably misjudged 
conditions and assumed a bullish atti- 
tude last spring, would by September 
have either been completely wiped out, 
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or placed in a very dangerous posi- 
tion, Stop orders would have greatly 
minimized his losses, however, 

A few critics of the stop order idea 
claim that in a decline of forty points 
the trader who has been stubbornly 
wrong on the trend will have twenty 
two-point losses or more plus commis- 
sions, rather than one forty point loss. 
In other words he will, on the aver- 
age, renew his trades again about as 


high as the points where his stops were. 


executed. But this criticism would not 
hold true in violent declines, such as 
occur in a real bear market. In fact, 
even if a trader was so thoroughly con- 
vinced of his own opinjon as to con- 
stantly do this, by the time a new 
order was entered the”market would 
be several points under, his previous 
purchase. In the place ofa forty-point 
loss the stop order trader, would prob- 
ably have less than twenty, with the 
added probability that by being forc- 
ibly ejected from the market he would 
have recovered his freedom of judg- 
ment sufficiently to discover his error. 

In other words, the speculator who 
had limited his losses would not be as 
deeply involved as the one who de- 
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pended absolutely on his original judg- 
ment, although his opinions might have 
been just as incorrect. However, if he 
fights the trend several times in suc- 
cession, through his ignorance of the 
basic movement, his repeated losses 
will soon, too, prove disastrous. 

Every trader, however astute, must 
at times suffer severely; but he need 
not allow his losses to be large at one 
time, as in the case of the fundamental 
speculator who misjudges the long 
swing, or continuous, as in the case of 
the stop order trader who does not 
know the probable tendency of the 
market. 

In brief, the scheme of trading on 
fundamentals alone has _ limitations 
which the judicious use of mechanical 
methods will obviate to a certain ex- 
tent; and on the other hand, it is 
equally true that the successful use of 
stop orders is impossible unless they 
have as a basis a definite knowledge as 
to the probable course of the long 
swing. 

But do not make the mistake, often 
disastrous, of using either method in- 
dividually without assistance from the 
other. YALE. 





A Few Tips—A Card of Thanks. 


lowing tips: 
October 26, buy U. S. Steel at 59%4 
October 28, sell Reading at 137%. 

October 28, Steel will sell at 45 before 55. 

We always like to acknowledge these favors 
which our friends may extend to us. 

The tip to buy Steel came at a most oppor- 
tune time—that is, for those who originated 
the tip. It is highly probable that they mere- 
ly desired to sell some Steel and naturally had 
to create a certain amount of buying power. 
It’s all part of the game, and there are no hard 
feelings. 

The tip to sell Reading was also a right 
timely one, as it came when the stock was 
within % of the. bottom on the break during 
the week ending October 28 The basis of 


TT" is to acknowledge receipt of the fol- 


the tip was “Government opposition to Read- 
ing.” It is perhaps fortunate that we have 
acquired sufficient experience ‘to know that 
when these tips are spread, somebody wishes 
to buy. 

The same applies to the tip that Steel would 
sell at 45 before 55. This information was 
backed up by certain even money bets which 
were offered to any one having the temerity to 
buy Steel. Naturally, we would never have 
suspected the givers of anything but philan- 
thropy, particularly when they were willing to 
risk their own money that the tip was correct. 
To be sure, they might have been risking only 
$1,000 on the bet and standing to win some 
$10,000 or $20,000 if they could buy the stock 
cheaply enough, but it would surely be un- 
grateful in us to go into these trifling details 





The Psychology of the Stock Market 


II—Inverted Reasoning and Its Consequences. 
By G. C. SELDEN. 


T is hard for the average man to op- 
pose what appears to be the gen- 
eral drift of public opinion. In the 

stock market this is perhaps harder 
than elsewhere; for we all realize that 
the prices of stocks must, in the long 
run, be controlled by public opinion. 
The point we fail to remember is that 
public opinion in a speculative market 
is measured in dollars, not in popula- 
tion. One man controlling one million 
dollars has double the weight of five 
hundred men with one thousand dol- 
lars each. Dollars are the horse-power 
of the markets—the mere number of 
men does not signify. 

This is why the great body of opinion 

appears to be bullish at the top and 
bearish at the bottom. The multitude 


of small traders must be, as a plain 


necessity, long when prices are at the 
top, and short or out of the market at 
the bottom. The very fact that they 
are long at the top shows that they 
have been supplied with stocks from 
some source. 

Again, the man with one million dol- 
lars is a silent individual. The time 
when it was necessary for him to talk 
is past—his money now does the talk- 
ing. But the one thousand men who 
have one thousand dollars each are 
conversational, fluent, verbose to the 
last degree; and among these smaller 
traders are the writers—the newspaper 
and news bureau men, and the manu- 
facturers of gossip for brokerage. 
houses. 

It will be observeed that the above 
course of reasoning leads us to the con- 
clusion that most of those who write 
and talk about the market are more 
likely to be wrong than.right, at least 
so far as speculative fluctuations are 
concerned. This is not complimentary 
to the “moulders of public opinion,” 
but most seasoned newspaper readers 
will agree that it is true. The press 
reflects, in a general way, the thoughts 


of the multitude, and in the stock mar- 
ket the multitude is necessarily, as a 
logical deduction trom the facts of the 
case, likely to be bullish at high prices 
and bearish at low. 

It has often been remarked that the 
average man is an optimist regarding 
his own enterprises and a pessimist re- 
garding those of others. Certainly this 
is true of the professional trader in 
stocks. As a result of the reasoning 
outlined above, he comes habitually to 
expect that nearly every one else will 
be wrong, but is, as a rule, confident 
that his own analysis of the situation 
will prove correct. He values the opin- 
ions of a few persons whom he be- 
lieves to be generally successful; but 
aside from these few, the greater the 
number of the bullish opinions he 
hears, the more doubtful he becomes 
about the wisdom of following the bull 
side. 

This apparent contrariness of the 
market, although easily understood 
when its causes are analyzed, breeds 
in professional traders a peculiar sort 
of skepticism—leads them always to 
distrust the obvious and to apply a 
kind of inverted reasoning to almost 
all stock market problems. Often, in 
the minds of traders who are not natu- 
rally logical, this inverted reasoning 
assumes the most erratic and gro- 
tesque forms, and if accounts for many 
apparently absurd fluctuations in prices 
which are commonly charged to ma- 
nipulation: 

For example, a shihae starts with 
this assumption: The market has had 
a good advance; ail the small traders 
are bullish; somebody must have sold 
them the stock which they are carry- 
ing; hence the big capitalists are prob- 
ably sold out or short and ready for a 
reaction or perhaps for a bear market. 


‘Then if a strong item of ‘bullish news 


comes out—onte, let us say, that really 
makes an important change in the 
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situation—he says, “Ah, so this is what 
they have been bulling the market on! 
It has been discounted by the previous 
rise.” Or he may say, “They are put- 
ting out this buli news to sell stocks 
on.” He proceeds to sell out any long 
stocks he may have or perhaps to sell 
short. 

His reasoning may be correct or it 
may not; but at any rate his selling 
and that of others who reason in a 
similar way, is likely to produce at 
least a temporary decline on the an- 
nouncement of the good news. This 
decline looks absurd to the outsider 
and he falls back on the old explana- 
tion, “All manipulation.” 

The same principle is often carried 
further. You will find professional 
traders reasoning that favorable fig- 
ures on the steel industry, for example, 
have been concocted to enable insiders 
to sell their Steel; or that gloomy re- 
ports are put in circulation to facilitate 
accumulation. Hence they may act in 
direct opposition to the news and carry 
the market with them, for the time at 
least. 

The less the trader knows about the 
fundamentals of the financial situation 
the more likely he is to be led astray 
in conclusions of this character. If he 
has confidence in the general strength 
of conditions he may be ready to ac- 
cept as genuine and natural, a piece of 
news which he would otherwise receive 
with cynical skepticism and use as a 
basis for short sales. If he knows that 
fundamental conditions are unsound, 
he will not be so likely to interpret bad 
news as issued to assist in accumula- 
tion of stocks. 

The same reasoning is applied to 
large purchases through brokers known 
to be associated with capitalists. In fact, 
in this case We often hear a double in- 
version, as it were. Such buying may 
impress the observer in three ways: 

1. The “rank outsider” takes it at 
face value, as bullish. 

2. A more experienced trader may 
say, “If they rea!ly wished to get the 
stocks they would not. buy through 
their 6wn brokers, but would endeavor 
to conceal their buying by scattering 
it among other houses. 

3. A still more suspicious profes- 


_ready to sell. 
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sional may turn another mental somer- 
sault and say, “They are buying 
through their own brokers so as to 
throw us off the scent and make us 
think someone else is using their bro- 
kers as a blind.” By this double somer- 
sault such a trader arrives at the same 
conclusion as the outsider. 

The reasoning of traders becomes 
even more complicated when large 
buying or selling is done openly by a 
big professional who is known to trade 
in and out for small profits. If he buys 
50,000 shares, other traders are quite 
willing to sell to him and their opinion 
of the market is little influenced, 
simply because they know he may sell 
50,000 the next day or even the next 
hour. For this reason great capitalists 
sometimes buy or sell through such big 
professional traders in order to execute 
their orders easily and without arous- 
ing suspicion. Hence the play of subtle 
intellects around big trading of this 
kind often becomes very elaborate. 

It is to be noticed that this inverted 
reasoning is useful chiefly at the top 
or bottom of a movement, when dis- 
tribution or accumulation is taking 
place on a large scale. A market which 
repeatedly refuses to respond to good 
news after a considerable advance is 
likely to be “full of stocks.” Likewise 
a market which will not go down on 
bad news is usually “bare of stocks.” 

Between the extremes will be found 
long stretches in which capitalists have 
very little cause to conceal their posi- 
tion. Having accumulated their lines 
as low as possible, they are then willing 
to be known as the leaders of the up- 
ward movement and have every reason 
to be perfectly open in their buying. 
This condition continues until they are 
Likewise, having sold as 
much as they desire, they have no 
reason to conceal their position further, 
even though a subsequent decline may 
run for months or a year. 

It is during a iong upward move- 
ment that the “lamb” makes money, 
because he accepts facts as facts, while 
the professional trader is often found 
fighting the advance and losing heavily 
because of his over-development of 
cynicism and suspicion. 


The successful trader eventually 
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learns when to invert his natural men- 
tal processes and when to leave them 
in their natural position. Often he 
develops a sort of instinct which could 
scarcely be reduced to cold print.. But 
in the hands of the tyro this form of 
reasoning is exceedingly dangerous, be- 
cause it permits of putting an alternate 
construction on any event. Bull news 
either (1) is significant of a rising 
trend of prices, or (2) indicates that 
“they” are trying to make a market 
to sell on. Bad news may indicate 
either a genuinely bearish situation or 
a desire to accumulate stocks at low 
prices. 

The inexperienced operator is there- 
fore left very much at sea. He is play- 
ing with the proiessional’s edged tools 
and is likely to cut himself. Of what 
use is it for him to try to apply his 
reason to stock market conditions when 
every event may be doubly interpreted? 

Indeed, it is doubtful if the profes- 
sional’s distrust of the obvious is of 
much benefit to him in the long run. 
Most of us have met those deplorable 
mental wrecks, oiten found among the 
‘“chairwarmers” in brokers’ offices, 
whose thinking machinery seems to 
have become permanently demoralized 
as a result of continued acrobatics. 
They are always seeking an “ulterior 
motive” in everything. They credit— 
or debit—Morgan and Rockefeller with 
the smallest and meanest trickery and 
ascribe to them the most artful duplici- 
ty in matters which those “high finan- 
ciers” wouldn’t stoop to notice. The 
continual reversal of the mental engine 
sometimes deranges its mechanism. 
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Probably no better general rule can 
be laid down than the brief one, “Stick 
to common sense.” Maintain a bal- 
anced, receptive mind and avoid ab- 
struse deductions. A few further sug- 
gestions may, however, be offered: 

If you already have a position in 
the market, do not attempt to bolster 
up your failing faith by resorting to 
intellectual subtleties in the interpre- 
tation of obvious facts. If you are 
long or short of the market, you are 
not an unprejudiced judge, and you will 
be greatly tempted to put such an in- 
terpretation upon current events as will 
coincide with your preconceived opin- 
ion. It is hardly too much to say that 
this is the greatest obstacle to success. 
The least you can do is to avoid in- 
verted reasoning in support of your 
Own position. 

After a prolonged advance, do not 
call inverted reasoning to your aid in 
order to prove that prices are going 
still higher; likewise after a big break 
do not let your bearish deductions be- 
come too complicated. Be suspicious 
of bull news at high prices, and of bear 
news at low prices. 

Bear in mind that an item of news 
usually causes but one considerable 
movement of prices. If the movement 
takes place before the news comes out, 
as a result of rumors and expectations, 
then it is not likely to be repeated after 
the announcement is made; but if the 
movement of prices has not preceded, 
then the news contributes to the gen- 
eral strength or weakness of the situ- 
ation and a movement of prices may 
follow. 


(To be continued.) 





























Unlisted Securities on Margin 
Dangers of Buying This Class of Stocks Without Paying for Them in Full. 


investing public does not under- 

stand the very important differ- 
ence which exists between buying 
standard listed securities on the mar- 
gin or part payment plan, and the pur- 
chase of unlisted securities in the same 
way. 
At first glance there might appear to 
be no essential difference in the two, 
provided the broker handling the busi- 
ness is reliable. A pretty good index, 
however, to the reliability to the broker 
is the class of securities he is willing 
to handle on margin. 

To get a clear view of the subject 
it should first be borne in mind that 
very few brokers, probably none, 
finance margin purchases on their own 
money. If your broker loans you 80 or 
85 per cent. of the value of the stocks 
you purchase through him, he promptly 
takes these securities to his bank and 
borrows perhaps 70 per cent. of their 
value, so that he is. obliged to furnish 
only a small part of the money re- 
quired. 

The broker could not do a paying 
business on any other basis. If he 
were obliged to keep on hand a suffi- 
cient amount of capital to loan to cus- 
tomers all the money they might need 
to carry their purchases on margin, 
without hypothecating these securities 
with the banks, his profits from com- 
missions would at times be eaten up 
by the interest on the very large capital 
which he would have to keep constantly 
on hand. 

This would not be true if his busi- 
ness were continuous and _ regular 
month after month and year after 
year; but there is scarcely any busi- 
ness in the world which suffers such 
violent fluctuatiors as that of the stock 
broker. In a market like that of 1901 
the broker’s own capital would enable 
him to carry only a small percentage 
of the business offered him by his regu- 
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lar customers, while in a market like 
1911 almost all his capital would be 
lying idle. 

You may set it down as a basic fact 
that the ony kind of business the broke 
can afford to handle on margin: is in 
securities on which he can borrow 
money at the bank. Exceptions to this 
rule must be few and far between. 

Now the banks are decidedly chary 
of lending money on unlisted stocks. 
This may not be because of any ob- 
jection to the stocks themselves—al- 
though it often is, of course—but may 
be simply because the market for the 
securities is narrow and uncertain. 

Even among stocks listed on the 
Stock Exchange there is a good deal of 
difference when it comes to borrowing 
money at the bank. The banks ordi- 
narily require what they cal! mixed col- 
lateral—that is, partly railroad and 
partly industrial stocks. A stock like 
American Sugar preferred, for example, 
may be just as good as Atchison com- 
mon; but the bank does not want to 
loan money on collateral entirely com- 
posed of stocks like Sugar preferred, 
because of the very narrow market for 
that stock. In an excited market no 
very large quantity of it could be sold 
without causing a sharp break in the 
price. 

The result is that brokerage houses 
doing a safe, conservative business will 
not carry any large amount of these 
inactive stocks on margin; and when 
it comes to the unlisted inactive stocks, 
they do not, as a rule, care to handle 
them unless paid for in full. 

All the above applies still more 
forcibly to mining stocks on margin. 
On some (but not all) mining stocks 
listed on the New York, Boston and 
London stock exchanges brokers can 
obtain loans from the banks when these 
stocks are included among mixed col- 
lateral; but on mining stocks not listed 
on these exchanges loans are difficult 
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to obtain and command high rates of 
interest. 

If a broker buys such unlisted min- 
ing stocks for you on margin he must, 
in nearly every case, furnish the money 
himself to pay for the stocks in full. 
If he accumulates a considerable line of 
such stocks he wil be strongly tempted, 
in case he begins to run short of capital, 
to sell out part of these stocks in the 
market. Very likely he will say to 
himself that this is a temporary move 
only and that he will buy back the 
stocks just as soon as his pressing need 
for more capital is past. 

This really leaves him short of his 
customer’s stocks. From this it is but 
a step to neglecting to purchase stocks 
on further orders, but simply reporting 
them to the customer as purchased— 
in other words bucketshopping. 
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It is unnecessary for us to explain to 
any readers of THE TICKER the dangers 
of dealing with any house which 
“buckets” any of its orders, or which 
sells short against its customers’ pur- 
chases. It is almost equally important 
to avoid dealing with any house which 
places itself in such a position that it 
cannot do business profitably in a big, 
active market without placing its own 
interests in opposition to those of the 
customers, 

The best and strongest houses rarely 
handle unlisted stocks of any kind on 
margin and never handle unlisted or 
Curb mining stocks on margin, unless 
these stocks are of their own promo- 
tion. They refuse this business be- 
cause they know they cannot handle it 
cafely. The moral is obvious, and should 
be heeded. 


Could Wall Street Control? 


An Extract from the Address of the President of the American Bankers 
Association, F. O. Watts, of Nashville, at the New Orleans Convention. 


HE proposed central reserve asso- 


ciation would always be the 

composite of the shareholding 
banks, and, therefore, standing for the 
best in our business life. Those hav- 
ing the responsibility of forming a plan 
have shown remarkable willingness to 
hear and adopt any suggestions tend- 
ing to (1) keep the control away from 
speculative marts, (2) keep it apart 
from political control or prevent its be- 
ing at any time a political issue, (3) 
keep the investments of a character that 
would make any control of little value 
compared to such an outlay as necessary 
to acquire it. 

This disposition is shown in the re- 
cent revision of the plan in which it is 
provided that not more than four of 
the thirty-nine elective directors, nor 
more than one of the five elective mem- 
bers of the executive committee shall 


reside in one district. It seems that 
the only way in which this disposition 
can go further is to provide for an 
executive committee consisting of one 
and only one member from-each of the 
districts. It is practically certain that 
the real management and control will 
finally rest either by direct authority 
or acquiescence of the directors in the 
executive committee. If every district 
has an equal voice at such a time, noth- 
ing will be permitted which would ap- 
pear to specially favor one interest cr 
district to the injury of the whole 
country. The working value of a small 
committee and the expense incident to 
a large one are quite insignificant and 
lacking in force as arguments compared 
with the value of assuring every dis- 
trict in the entire country that it will 
be fitly represented and by one of its 
own choosing. 
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Before leaving the question of con- 
trol, those expressing a fear on the 

int seem to deal only in generalities 
instead of giving some good reasons for 
the belief that any selfish interest 
would seek control, or that if sought 
it could be attained. The plan ex- 
pressly prohibits the holding of shares 
by any individual or other than bank- 
ing corporations, so that direct stock 
control is forever impossible, and, 
therefore, to get even indirect control 
it would be necessary for such interests 
to purchase control of the majority of 
the shares of more than half in number 
and amount of the twenty thousand in- 
dependent banks of the country. The 
use of such a stupendous sum as neces- 
sary is highly impractical. The sugges- 
tion appears foolish to those analyzing 
the situation and as a reflection on the 
good sense of those in mind when special 
control is mentioned. 

Undoubtedly the interests that, ac- 
cording to passing speech and hurried 
composition, are designated as “Wall 
Street,” favor the National Reserve As- 
sociation or any plan of monetary re- 
form making for stability and prosper- 
ity and relieving the best bankers of 
New York from the great strain of 
crop movements, trade expansion and 
panics. Passing the relatively small 
number of stock gamblers around New 
York’s Stock Exchange, we find there 
banks, business houses, industrial and 
railway corporations vitally interested 
in every section of the country and 
who have learned what one aptly ex- 
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pressed during the year in saying that 
his. institution and allied interests 
“make dollars out of the general pros- 
perity of the country where they could 
make only pennies out of special privi- 
lege.” Those interests would subscribe 
to that truth expounded at our Denver 
convention by one now a leader in one 
of the great political parties, when he 
said: “It is the part even of selfish 
calculation to know that no interest 
can hurt the country as a whole and 
serve itself.” The real Wall Street pre- 
fers prosperity to special privilege, and 
knows that they serve themselves most 
when building up the commercial, 
manufacturing, agricultural, transpor- 
tation and banking interests of the 
whole country. 

Even limiting the prompting force to 
selfish interest there should be no di- 
vergence of effort in this country on 
any business, and certainly none on 
the question of banking power and 
credit. So common has become the as- 


sumption by those persons most heard 
by the public that Wall Street is inim- 


ical to every other spot in the country, 
and so far have such theories found 
lodgment that an unfortunate preju- 
dice exists that can only be removed 
through greater concern by New 
York’s busy men—such concern as will 
cause them to remedy any wrongs that 
exist and then to have in the future 
greater respect for the importance of 
holding a democratic attitude towards 
the things outside of their immediate 
surroundings. 





Real Estate Bonds and Stocks 


By M. S. LEWIN. 


HE issuance of bonds and stocks 
secured by and based on the 
ownership of real estate, while 

greatly in vogue in the East, and espe- 
cially in New York City, did not have 
its inception in this part of the country. 
This method of investment has been 
practiced for many years in some of the 
Western States, and has had many fol- 
lowers since first instituted. 

In our own country, Eastern invest- 
ors have held many of these bonds on 
Western properties, principally for the 
larger income derived and the general 
security given. In France and other 
parts of Europe this kind of investment 
is widespread, has been carried on for 
many years, and is very popular. 

With the increasing growth of New 


York City a number of institutions 
have sprung up which have taken for 
granted that the first city in the United 
States must grow and grow steadily 


with each succeeding year. With this 
as the central idea they have formed 
companies organized to purchase New 
York City realty, which could be used 
as a basis to issue bonds and stocks, so 
that all classes of investors could join 
in the enhancement of the city’s steady 
and rapid growth. Time was when 
only the rich, or even a group of 
wealthy men could hold interests in 
these great and growing properties. 
This time has passed with the forma- 
tion of these realty companies which 
issue bonds and other securities 
in small parcels, which may be pur- 
chased by rich and poor alike. 

The development of New York City 
has become so great within the last 
few years that the largest activity in 
real estate bonds and stocks has be- 
come centered in this city. It is com- 
puted that during the past twenty 
years the average annual advance in 
the value of New York City realty has 
been nearly 7 per cent., and in certain 


favored sections this increase has been 
100 per cent. and over. 

New York City is increasing in pop- 
ulation at the rate of about 200,000 
every year. In 1910 the population 
was 4,766,883. At the present time it 
is over 5,000,000, and a conservative es- 
timate for 1921 is 7,000,000. Last year 
the total births exceeded 130,000. This 
wonderful increase, with the influx 
from all over the United States and of 
immigration from foreign countries, 
must be provided for. 

Today an army of 50,000 is employed 
constantly in developing and preparing 
home sites, and an average of 11,000 
dwelling houses of various types are 
being annually erected at a cost of 
more than $100,000,000, exclusive of 
the value of the land on which they 
stand. 

New York City’s 1,000 miles of ele- 
vated, surface and subway lines car- 
ried jast year 50 per cent. more people 
than all the steam railways of the 
United States, exceeding one and one- 
half billion passengers, equivalent to 
the entire population of the globe. It 
is easy to understand, therefore, why 
there was an increase in the value of 
the city’s real estate during 1910 of 
nearly $900,000,000, and for the past 
ten years of $3,639,533,793. 

In the last five years, according to 
a government report, 2,000 new manu- 
facturing establishments were located 
within the limits of New York City. 
The total number during the same pe- 
riod for the whole country was only 
2,863. The total value of all products 
of manufacture in the United States 
increased during the last five years 
$1,287,000,000, and of this increase New 
York City supplied $530,000,000. 

These facts and figures have assured 
the investor in New York realty that, 
if his investment is of a conservative 
kind, it promises security and good in- 
come. The opportunities open in these 
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investments, particularly to the person 
of small means, are so manifold that 
the plan requires nothing but introduc- 
tion to command investors, and it is 
therefore probably assured of a much 
greater development in this country 
within the next decade or so. 

The primary forms of investment in 
real estate are known to everyone. 
First, there is the direct ownership of 
land or property, as evidenced by 
deeds. ? 

Second, the mortgage given as col- 
lateral for loans, which merely provides 
that in case of default the real estate 
shall become the property of the credi- 
tor. This is the favorite investment of 
estates, saving bank funds, insurance 
and trust companies, but the purchase 
of a mortgage usually requires an 
amount of money which the small in- 
vestor does not always possess. 

To make such investments open to 
modest accounts the plan of issuing se- 
curities based on mortgages deposited 
and held in trust has developed. These 
are of various types, such as mortgage 


bonds, mortgage certificates, or collat- 


eral notes and debentures. There are 
also real estate companies, buying and 
selling real estate and dealing in mort- 
gages, which put out stock, and such 
shares have found wide distribution. 
The investor cannot be too careful, 
however, before putting his savings in 
the stock of these companies, the repu- 
tation and standing of the manage- 
ment, statement of earnings, assets, 
etc., being as necessary to a proper un- 
derstanding of the worth of such offer- 
ings as in the case of railroad or indus- 
trial stocks and bonds. 

It should always be borne in mind 
that securities of any kind, whether 
they are stocks, debentures or bonds, 
are as Safe as the security behind them. 
Many supposed securities are called 
“bonds” when the name is simply a 
lure to draw on the unsuspecting. For 
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this reason you can buy stocks and de- 
bentures of some companies which are 
better than the “bonds” of others. 

The debentures and other credit se- 
cured obligations of strong, reputable 
and panic-tried real estate companies, 
backed up by honest, conservative 
management, and standing for good 
property, will pay their interest and 
dividends for many years to come, 
while a mortgage “bond” in a weak 
concern may default its interest at any 
period, owing to the lack of qualifica- 
tions that go together to make up a 
successful management. 

On the other hand, the mortgage bond 
is, of course, better security than the de- 
benture, other things being equal—that 
is, if the companies issuing the two se- 
curities are of equal strength; for the 
mortgage bond is a direct lien on the real 
estate owned, while the debenture is 
practically equivalent to the company’s 
note. 

In purchasing real estate securities 
of any character, it is always well to 
read a copy of the mortgage or deben- 
ture and to understand and inquire for 
what property or properties they stand 
for, their location, and whether im- 
proved or in process of development; 
how large the mortgage compared with 
the appraised value of the property; 
whether there is any chance of imme- 
diate increase in values; and whether 
or not the mortgage or mortgages are 
deposited in trust. 

It is well not to be misguided by any 
alluring promises of big returns or 
quick profits, as in this class of securi- 
ties the paramount idea of their value 
lies in their safety as an ‘investment. 
They should not be regarded as a spec- 
ulation. The popularity of these se- 
curities, especially in New York City, 
is because they stand for a belief in the 
great future of the country, and espe- 
cially in the general appreciation of 
land values in and around New York. 





Locking the Door After the Horse is Stolen 


By PERCY SMITH, 


N handling the correspondence de- 
partment of a prominent New York 
Stock Exchange house, one gathers 

certain impressions regarding the strong 
and weak points of his investment and 
speculative clientele. 

Many of the inquiries received by 
such a house call for opinions as to the 
various securities which the client either 
holds or desires to purchase and sell. 
For every one that is being considered, 
he holds five or six, and in many cases 
these are securities which he has been 
“stuck” with,—stocks like Iowa Central, 
Lake Erie & Western, New York Cen- 
tral in the 130s, etc., etc. Some of these 


issues have been “lugged” for years, ty- 
ing up the money and wearing out the 
patience of their owners. 


Then there is another class of stocks 
like “Stray Dog,” “Bull-Frog,” and 
other representatives of the mining 
menagerie on which opinions are re- 
quested. The majority of them are obso- 
lete and the records contain the disheart- 
ening expression, “Charter forfeited 
1907.” 

The point that sticks out in the busi- 
ness of advising people whether they had 
better sell what they have, buy more, or 
how otherwise to proceed, is simply this: 
Tere ts Too Mucn LockING THE Sta- 

BLE Door AFTER THE Horse 
1s STOLEN. 

As Jim Keene expressed it, “People 
buy first and investigate afterwards,” 
though perhaps it would be more accur- 
ate to say that they do not investigate 
at all. 

They run through the newspaper list 
of stocks and pick out three or four 
issues which for some reason appeal to 
them, and some of these “reasons” are 
like that of a lady at a horse-race who 
backed a certain steed because his jockey 
wore pink. 

People ask about Malt Preferred, Cast 
Iron Pipe, Duluth, South Shore, and doz- 


ens of others, principally among the low- 
priced stocks. There is perhaps a reason 
behind their belief that these issues are 
promising; but because they are low- 
priced is no reason why they are cheap. 

The methods employed by the average 
investor, speculator and broker in the se- 
lection of stocks is as unscientific as any- 
thing can well be. Newspaper para- 
graphs written by men who are trained 
newspaper writers, but not even near- 
financiers, bear an important part in the 
choosing of supposedly profitable me- 
diums. These paragraphs are particu- 
larly effective if they contain disguised 
hints as to the probable course of the 
stock ; suggestions are so much more po- 
tent than “the direct command.” 

When the prospective investor writes 
his broker, he seldom says “What do you 
think is the best purchase at the mo- 
ment?’ Instead he submits three or 
four issues which he thinks are gdod, and 
the broker is expected to tell him which 
of these is the best. They may be all 
“bally poor ones,” but the broker feels 
constrained to point out the best. 

If Mr. Broker himself were to do the 
choosing, there would be no elaborate 
compiling of statistics; no mathematical 
calculations or other involved processes ; 
every broker has at his tongue’s end a 
few stocks which strike him as offering 
the best momentary chance for profit, and 
he is quick to recommend one of these, 
usually without anything more than a 
brief reason why. 

The most interesting kind of a letter 
from a brokerage house, from my stand- 
point, would be the one which said, “We 
do not think well of the stocks you have 
selected, for the following reasons. : 
On the other hand, we believe that you 
may well substitute the following stocks: 

. because ms 

Such a letter would mean that a bro- 
kerage house was not playing for com- 
missions, but was willing to take the 
chance of displeasing the client rather 
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than have him purchase stocks, which, in 
their opinion, would yield unsatisfactory 
results. The idea of approving of a pur- 
chase because a client writes for an opin- 
ion, thereby expressing his tendency 
toward that stock, is one which may be 
conducive to commissions for the broker 
rather than profits for the client. 

Of course, the brokerage house natur- 
ally takes the stand that if a man is think- 
ing of buying a certain issue, he may be 
right. At any rate, if he is advised not 
to purchase and the stock goes up, he 
will forever blame the house. This is 
doubtless so, but it is a fact that the aver- 
age broker is better able to choose a stock 
than the average client, so that in the 
long run, clients would do well to make 
their inquiries, “What do you advise at 
present?” rather than “What do you 


think of the purchase of this and that 
stock ?” 

The job of a correspondent man in a 
large brokerage house is none too easy. 
Practically all of those who write him 
letters, require that he do the guessing 


as to the future course of certain stocks 
and the market. Usually he is not an 
expert speculator himself, but has only a 
smattering of that knowledge which pro- 
duces dollars. 
this and learn to depend upon themselves, 
not on their brokerage house. 

In these enlightened days, there is no 


Outsiders should realize - 
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reason why anyone should suffer for lack 
of stock market knowledge. There are 
books, magazines and other publications 
which, for a small outlay, will give a stu- 
dent the principles of investment and 
speculation, but he should learn these 
things first, then speculate or invest. 

It is better for a man to spend a year 
or two in studying the proposition before 
he makes his first commitment. 

I remember reading years ago, the ad- 
vice given by an expert in athletics to a 
young runner who was desirous of be- 
coming prominent in the short distance 
field. The advice was: “Run several 
miles a day for two or three months in 
order to get a foundation.” In other 
words, to get used to running. This is 
what the beginner in Wall Street should 
do. 

Study all valuable material, then begin 
to weed out, and finally crystallize your 
ideas into the style of trading or invest- 
ing which you intend to follow. Do not 
lock the door after the horse is stolen. 

Learn how first and do the thing after- 
ward. Do not jump in and lose all of 
your capital in learning. Select your own 
stocks. Do not depend upon your bro- 
ker and then if you find he made a mis- 
take, write to every other broker on earth 
in the search for hope and comfort. 

Lock the door first, then your horse 
will not be stolen. 








Averaging 


The Possibilities and Limitations of This Method of Trading. 


(Continued from the November Ticker.) 


N the last two issues we have dis- 
cussed several methods of scale 
trading, in which purchases are 

made at regular intervals as prices de- 
cline and certain fixed profits are taken 
when the market advances again. We 
were unable to discover anything at- 
tractive in these so-called systems. 

There remains to be discussed an- 
other very common plan of operating 
or investing, namely, buying on a 
scale down and taking profits at dis- 
cretion. 

For example, you pick up the morn- 
ing paper and see Union Pacific sell- 
ing at 170—a decline of more than 20 
points within a few weeks. You say 
to yourself: 

“That’s a big break in a sound in- 
vestment stock, paying 10 per cent. 
and earning over 16 per cent. Of 
course, it may go lower, but if it does, 
I believe it will come back again. 
Now, I'll be conservative—I’ll buy 
only 10 shares every point down. I 
don’t believe I'll get enough to hurt 
me.” 

This reasoning will sound familiar, 
we are satisfied, to about one-half of 
our readers. They have said much 
the same thing at various times in 
their experience. 

If you happened to reach this con- 
clusion early in 1907 you would have 
accumulated 700 shares at an average 
cost of $135 a share, or $94,500 in all, 
before Union Pacific struck bottom, 
and you would not have seen daylight 
until late in the year 1908. If you had 
tried to make the accumulation on 
margin instead of for cash you would 
very likely have been sold out dur- 
ing the panic at a big loss. 

Many traders tried something like 
this after the recovery from the “Si- 
lent Panic” of March, 1907. Reason- 
ing that such a savage break must 


have shaken out all weak holders, they 
began to buy on a scale, only to find 
that prices kept dragging to lower and 
lower depths, until finally they were 
forced out with a big loss. 


WEAKNESS OF HUMAN NATURE, 


The chief weakness of this plan, 
however, lies not so much in the pos- 
sibility of a prolonged and continu- 
ous decline, as in the frailties of hu- 
man nature, from which none of us are 
exempt. 

Generally such a plan works out 
something like this: You buy every 
point down from 170 to 162. Your 


broker requests more margin and you 
put it up. The market acts very weak 


and the broker says he fears panicky 
conditions may develop. He says you 
will have ample opportunity to buy all 
the Union Pacific you want at much 
lower prices. 

You therefore cancel your scale or- 
der, with a view to waiting and buying 
a round lot on a further severe decline. 
U. P. goes to 155 and acts as though 
there were no bottom. It recovers 
three points and your broker feels sure 
it is a sale on the rally. You are mar- 
gined down to 140, but that doesn’t 
look so far away as it did. You de- 
cide to sell out your holdings and re- 
instate them at a lower price. You 
sell, taking an average loss of six 
points. Possibly, if you are green at 
the business, you even temporarily de- 
ceive yourself by selling an equal 
amount short as a “hedge,” instead of 
selling out—leaving you both long and 
short on the broker’s books and pay- 
ing interest on the long side. 

The broker was right. You got 
nearly the top of the rally and the 

rice breaks to 149. You congratu- 
ate yourself and the broker congratu- 
lates both you and himself. He is 
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still bearish and the market acts very 
badly. Prices creep up a little, but 
trade is dull and everybody predicts 
still lower figures. 

At about 156 you begin to conclude 
that the bottom may have been 
touched on the preceding decline—but 
there will still be plenty of reactions 
on which to get back your stock. 
There is a reaction of two points, but 
you think it will go further, so you 
wait. Prices crawl up again. Sud- 
denly they take a jump to 160. 

You now determine to take back 
your stock at 158, where you sold it. 
You will thus have saved yourself all 
the worry of carrying this stock down 
to 149 and back up again, your broker 
tells you. You put in your order at 
158. The price reacts to 158%, then 
advances by easy stages to 175. If 
your principles permit, you swear. If 
they don’t, you slam the door, kick the 
dog, and change brokers. Neverthe- 
less, the probability is that your 
broker was about right most of the 
time as to the immediate movement of 


prices. 

The old adage “Run quickly or not 
at all” comes pretty near covering the 
principles which the trader must apply 


to get profitable results. Either use 
a stop-loss order within a reasonable 
distance of your purchase price— 
usually not more than three points, 
but that differs somewhat with differ- 
ent methods of trading—or else buy 
your stocks outright for cash, or, per- 
haps, in some conditions of the mar- 
ket, on 50 per cent. margin. It is our 
belief that there is no middle ground. 
To get profitable results you must be 
either a genuine investor or an out- 
and-out methodical trader. The hap- 
hazard speculator, trying to use the 
methods of the investor, but without 
capital enough to swing them prop- 
erly, nearly always comes to grief 
sooner or later. 

After years of study and observa- 
tion, the writer has found only two 
ways in which the averaging princi- 
ple can be profitably employed. There 
may be other ways in which it may 
be employed safely, but without any 
large profits. 
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DIVIDING YOUR PURCHASE, 


The first method consists ‘in merély 
dividing your intended purchase into 
two parts, buying one-half when you 
think prices are near the bottom and 
holding the other half in reserve in 
case some unexpected event or some 
new outbreak of liquidation should 
carry the market still lower. 

Taking the example mentioned 
above, if you thought U. P. was a pur- 
chase at 170, it would be well, as a 
precautionary measure, to buy only 
half your line at any price. Then after 
the market had declined to 149, and ral- 
lied to 156, you could still buy the other 
half at the latter price without be- 
ing overburdened at any time. Your 
average would then be 163, and a 20- 
point recovery from the low price 
would give you a moderate profit, 
where you would have had a loss if 
you had bought the entire amount at 
170. 

This is.a very limited form of av- 
eraging. It is really nothing but giv- 
ing your judgment a double chance. 

As an illustration, in the last big 
decline, August and September, 1911, 
there was a temporary cessation of 
liquidation and some indications of 
power of resistance around 166 for 
Union Pacific, August 25th to 30th. 
Then the Berlin panic developed and 
the attitude of the administration 
toward the trusts became still more 
threatening than before. Union Pa- 
cific went on down to 153%, then 
rallied to 163%. 

A purchase at 166 would still have 
shown a loss on this rally, but the av- 
erage of two purchases, at 166 and, 
say, 156, would have been 161, enabling 
you to get out without loss in spite of 
the unexpected adverse developments 
after your first purchase was made. 

Of course, such a plan as this. does 
not in the least eliminate judgment, 
nor will you ever find a satisfactory 
plan that does. Making money in the 
stock market means buying low and 
selling high—not buying when you 
think they are going up and selling 
when you think they are going down. 
It is the latter idea that causes more 
than nine-tenths of the losses in the 
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market.. You may be able to use that 
method by following the tape from 
hour to hour, but you can never do it 
successfully in any other way. If you 
ask yourself, not “Is Union Pacific go- 
ing up?” but “Is Union Pacific low?” 
and then give your judgment a double 
chance on the above plan, buying either 
for cash or with at least 50 per cent. 
margin, and then let patience have its 
perfect work, you are likely te develop 
into a money-maker. 


LIMITED AVERAGING. 


There is another method, in de- 
fense of which considerable can be 
said, which combines averaging with 
the use of stop-loss orders. 

Let us suppose that Steel common, 
after declining to 60, has shown the 
following fluctuations: To 64, to 605%, 
to 63%, to 62, to 647%, to 62%. 

Examining these fluctuations you find 
that the market has had a severe de- 
cline, has become narrow, and then 
has apparently started on the up- 


grade, reaching 647, with reaction 


about halfway, to 62%. You conclude 
that Steel is probably a purchase; but 
if it should sell much below 60, you 
would think that you had been mis- 
taken in the facts of the situation, or 
that new bearish developments were 
about to occur. 

If you buy, therefore, you may rea- 
sonably place a stop-loss order at 
about 59%. On a purchase at 62% 
you would risk three points; if -you 
bought at 61% your risk would be 
two points, and at 60%, one point. 

Suppose you believe that Steel is 
entitled to a ten-point advance to 70. 
At 62% you are balancing a three- 
point loss against a possible seven- 
point profit, at 61% a two-point loss 
against an eight-point profit, at 60% 
a one-point loss against a nine-point 
profit. 
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Manifestly odds of 9 to 1 are much 
better than odds of 7 to 3—but if you 
are right in your opinion of the mar- 
ket, the probabilities are against your 
being able to buy at 60%. 

In a case like this, you might divide 
your purchase into three parts, to be 
bought at 62%, 61% and 60%, with a 
stop on the whole line at 59%. This 
would make your average odds 8 to 2. 
On this basis you could afford to be 
wrong three times out of four and you 
would still be making money, while if 
you bought the entire amount at 62% 
you could be wrong only twice out of 
three times without losing on the av- 
erage. 

We see no objection to this com- 
bination of averaging with a stop-loss 
order whenever the trader can estab- 
lish in his own mind what he believes 
to be a resistance point in the market. 
Whether more money can be made in 
this way than by buying the whole 
amount at one price, evidently depends 
on how often he can calculate the limit 
of the reaction within one point. This 
would vary with different traders, so 
that nothing but individual experiment 
would decide the matter. 

It seems to us that it would be a 
great benefit to the stock market fra- 
ternity, in general, if the loose talk 
about “averaging,” “buying on a scale 
down,” “buying~a little now with a 
view to buying more if prices decline 
further,” etc., could be either elimi- 
nated or reduced to a more definite 
basis. Both the trader and the in- 
vestor should look ahead to see where 
they are going to “get off at” before 
buying a ticket over the averaging 
route. 

Our three articles have by no means 
exhausted the subject, but we hope 
they may help some readers to clearer 
and more definite thought, of to a 
somewhat less reckless embarkation 
upon unknown seas. 
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. 
Monthly Net Earnings 
Returns of Principal Railroads Down to Latest Dates Available. 

Current Change from Fiscal yr. Change from 

month. last year. to date. last fise. yr. 
Atch., Top. & Santa Fe..... s.- Oct. $3,663,325 —$99,300 $11,761,506 —$1,737,300 
Atlantic Coast Line .........!. Oct. 878,210 +77,165 2,493,426 +191 ,609 
ee eee ae ee Oct. 2,672,344 +405,310 10,551,517 +537,403 
Boston & Maine................ Oct. 1,136,968 —26,393 4,284,121 —408,400 
Buffalo, Rochester & Pitts...... Oct. 275,482 —41,642 1,109,648 —189,312 
ak Site hia aaa Oct. 4,681,105 +175,944 16,377,151 +784,099 
Central of Ga... oo co cc cc ecccice Oct. 580,929 +108,556 1,531,862 +177,396 
ES Da oe cca wlne Oct. 941,180 —20,179 4,146,481 —6,252 
eR FP eee Oct. 339,248 +57,997 1,499,129 +38,941 
Chic., Burlington & Quincy.....Oct. 3,306,986 —533,974 1,415,912 —185,187 
Chic. Great Western........... Oct. 405,644 +-38,112 1,371,100 +82,295 
Chic., Mil. & St, Paul......... Oct. 1,951,510 —148,727 6,123,749 —1,365,173 
Chic. & Northwestern .........Sept. 2,217,436 —150,358 6,361,961 —130,240 
Cleve., Cincin., Ohio & St. L... . Oct. 809,031 + 84,203 6,824,513 +-1,099,297 
Colo. & Southern .............. Oct. 505,721 —154,925 1,887,557 —232,893 
Dol. @ Baden ik oes 5 ove cies Oct. 823,738 —85,880 7,099,446 +387,500 
Del., Lack. & Western.......... Oct. 1,311,761 —47,527 5,019,346 +-15,300 
Denver & Rio Grande .......... Oct. 421,277 —234,183 2,319,151 —432,900 
PRS TRS ie Oct. 1,535,218 +177,555 6,066,929 +103,760 
Re Oct. 3,967,050 +569,326 12,934,286 +1,876,095 
Hocking Valley ............... Oct. 228,725 —87,263 1,044,708 —217,113 
SEE n.cAdiewed pied satsves Oct. 105,434 +27,744 299,396 +51,627 
SRMOUNEEE cscctcescwacsccess et. IMGEeee —310,824 3,069,369 —390,209 
OE OS SE OO ee Oct. 325,298 62,558 1,123,632 —223,100 
Lake Erie & West.............. Oct. 106,985 —1,059 931,605 —105,693 
RATE PRU ve 6% ocd s vlee seuss Oct. 1,193,148 —155,459 4,672,008 +71,651 
Louis. & Nashville ............. Oct. 1,944,192 +247,165 6,215,745 +673,200 
BEM, 15 Ae MMB cn cee concetes Oct. 108,916 —57,949 403,695 —199,000 
Minn., S. P. & Ste. Marie....... Oct. 831,099 +342,546 2,744,881 +844,200 
Mo., Kansas & Texas........... Oct. 1,094,912 —134,497 2,513,964 —361,622 
RES ore Aug. 951,301 —306,132 1,639,972 —457,000 
SiGe AIL tsi tix pale oee-en tons Oct. 2,880,023 +-289,800 24,700,396 +2,778,297 
t A So S See Oct. 2,089,656 +15, 13,818,050 +165,500 
SA 3” eee Oct. 180,132 +3,061 1,014,405 —195,313 
Norfolk & Western ............ Oct. 1,200,171 —157,345 5,072,848 +234,068 
Og SR eo a eae Oct. 3,180,812 +552,541 10,082,162 —621,071 
ke ee Sept> 146,365 —16,148 442,475 —119,512 
Pennsylvania R. R. ............ Oct. 4,049,906 —81,830 30,937,815 —3,339,131 
Pere Marquette. ............... Oct. 441,421 +3,964 1,693,994 - +-159,437 
Pitts., Cin., Chic. & St. L........Oct. 945,783 —51,659 7,942,371 +168,649 
RE 2 ee Oct. 160,622 +16,887 658,843 +77,000 
Oo" Ree Oct. 2,063,411 —34,076 6,540,007 —557,863 
Seaboard Air Line ........... Sept. 478,812 +33,290 1,243,680 +95,701 
St. L. & San Francisco......... Oct. 1,573,209 +176,570 4,976,533 +149,518 
St. L. Southwestern ........... Oct. 450,414 +56,916 1,246,945 +166,800 
Southern Pacific .............. Oct. 4,545,227 —74,103 16,478,745 —805,170 
DONE TRS ON v5 eis does ies Oct. 2,114,191 +95,786 7,214,156 +426,154 
Texas. .@: Pacific ...0)6..0060500% Oct. 748,193 +128,935 2,517,842 - —267,221 
Toledo, St. L. & Western ...... Oct. 72,020 —35,614 348,025 —66,090 
OSS rR Sea otra Oct. 4,003,869 —48,790 14,254,838 —793,027 
bo BRE Rae eye ry Sept. 763,052 —205,154 2,173,086 —366,726 
Western Maryland ....:....... Sept. 229,893 —16,748 663,367 —11,665 











Manipulation vs. Conditions 


By GUY VINSON. 


ticle in the November issue of THE 

Ticker. I believe that the imme- 
diate action of the market is due almost 
wholly to manipulation ; but the reason a 
stock is manipulated to a higher level is 
to enable the manipulators to sell at a 
profit, and the stock cannot be sold unless 
conditions warrant the price. Therefore 
you must also give attention to natural 
causes, for these are the things, broadly 
speaking, on which the manipulation is 
based. 

Mr. Tubbs suggests that the manipula- 
tors will look after the natural causes, but 
they cannot look after the purchasing 
power of the people, and this, in my opin- 
ion, is the most vital factor influencing 
the great bull and bear markets. 

If we had this purchasing power to- 
day stocks would not fall, regardless of 
politics, crops or other so-called funda- 
mental conditions. 

Take the case of an individual; if he 
lives fast he must pay the penalty. He 
learns his mistake, begins to save and ac- 
cumulates a fund for investment. I think 
we have been living too fast, and that 
we must learn to save before there can 
be another great bull market, such as was 
seen from 1899 to 1906. (Of course, this 
does not refer to the minor swings.) 
Mr. Morgan might be able to lift the 


| READ with interest Mr, Tubb’s ar- 


price of stocks to the high level of 1906, 
but the movement would be artificial and 
unprofitable, therefore he would hardly 
attempt it. 

I believe in charts, fundamentals and 
comparative statistics, also a thorough 
understanding of all the ideas taught by 
Tue Ticker. Yet I believe the greatest 
factor of success is this: For example, 
during the first part of the year 1911 
Steel swung between 72 and 82, and I 
wondered whether the big interests were 
buying or selling. The rate decision 
came, and stocks broke sharply, but re- 
covered. I concluded that the big inter- 
ests were selling because of the compara- 
tively high prices, reasoning that if they 
were desirous of buying they would have 
allowed the market to break as far as pos- 
sible. The support convinced me that 
distribution was taking place. 

I couldn’t see anything bullish in the 
Standard Oil decision, but it had to be 
hailed as satisfactory because an attempt 
to sell at that time would have demoral- 
ized the market. 

There is some fellow up there who 
keeps talking about the “nine billions of 
new wealth” we are adding to the coun- 
try this vear. He seems to forget that in 
producing it we consumed the. greater 
part of the ten billions produced in 1910. 
I wish you would call him down. 


Success 


This is what we have to do. 


We have to repeat our endeavors 


and our experiments incessantly, tenaciously, undaunted by manifold 


failures, For the scientific mind 


finds as much instruction in failure 


as in success. And what amount of failure, of trouble and expense 
can be too higha price for achievement? 





Twenty Best Trading Stocks 


A Selection of Securities for the Speculative Investor. 


DITOR of Tue Ticker: 
What do you consider the twenty 
best trading stocks on the New 
York Stock Exchange? 

That you may understand more clearly 
what I mean by this, I will briefly ex- 
plain my method of trading. I intend 
to keep my money invested in ten or a 
dozen high-grade stocks. When I think 
these stocks have had more advance than 
they are entitled to, I try to sell them at 
the best possible price and reinstate my 
holdings later at a lower price. I prefer 
to keep my money in dividend-paying 
stocks, but not necessarily, providing 
other stocks seem to offer equal oppor- 
tunities. 1 trade on the short side at 
times, but not to any large extent, and I 


do not generally remain short very long 


at one time. Any helpful suggestions 
that you can give will be greatly appre- 
ciated.—I. P. 

For your purpose, one of the essential 
things is that the stocks you trade in 
shall be continuously active, as you may 
at any time wish to close them out or to 
repurchase. You cannot afford to trade 
in stocks for which the bid and offered 
prices may be one point apart, as you 
would thus lose considerable in the exe- 
cution of both your buying and selling 
orders. 

You should also invest in stocks which 
show good earnings, well maintained over 
a series of years. They should be the 
stocks of companies which are engaged 
in standard lines of business, not ex- 
posed to violent fluctuations in earning 
power, and so far as possible not special- 
ly influenced by exceptional conditions. 

On the short side we would recom- 
mend that you confine your trading to the 
active leaders, as it is in these stocks that 
a weak long interest accumulates on ad- 
vances; then when a decline starts the 
prices of these stocks will go down of- 
tentimes more rapidly than the prices of 
inactive securities which are intrinsically 


worth much less. In a bear market the 
pressure of selling converges very largely 
on the stocks which have been most en- 
thusiastically bulled on the previous ad 
vance. 

These stocks are usually dividend- 
payers, but by looking ahead to see when 
the next dividend will come, you can 
avoid being short at the time when the 
stock sells ex-dividend. It is rather dan- 
gerous to go short of a low priced stock 
unless it is an active speculative favorite, 
as such stocks are subject to manipula- 
tion, and may contain important bullish 
possibilities which have been overlooked 
by the general public. 

With this preface we would suggest 
the following stocks, which are taken 
from our current “Bargain Indicator.” 
No attempt has been made to arrange 
them in order of merit. Nearly all these 
stocks have a continuous market in %’s 
or %4’s, that is, bid and offered prices 
are, in all ordinary markets, either % 
or % point apart, assuring close execu- 
tion of orders. International Harvester 
and Tennessee Copper, however, have 
periods of comparative inactivity, when 
bid and offered prices are perhaps 
point apart. 

(1) Southern Railway common.— 
Earnings gradually increasing since 
1908. In a section of the-country which 
is growing rapidly in both agriculture 
and manufactures. Dividends on pre- 
ferred recently resumed. Morgan con- 
trol. 

(2) Union Pacific common.—Large 
earnings well maintained over a period 
of years. Has very large surplus. Is in 
a strong position geographically. The 
leading speculative favorite, and one of 
the three big leaders of the market, the 
others being Steel common and Reading. 

(3) Lehigh Valley common.—Large 
and gradual increasing earnings, al- 
though the per cent. earned on the stock 
is now less because of great increase in 





TWENTY BEST TRADING STOCKS. 


capitalization. Has a good market, 
though not quite so close as Union, Read- 
ing and Steel. Wide fluctuations. 
Moore control. 

(4) Reading common.—A favorite 
speculative stock which can be depended 
upon to make frequent wide moves. For 
some years it has been held above its 
natural value as a 6 per cent. stock, ow- 
ing to its large holdings of coal lands 
and the application of earnings to addi- 
tions and betterments. One of the three 
leading stocks. In the past a Frick fa- 
vorite, but he seems less active in specu- 
lation now. 

(5) Brooklyn Rapid Transit—A 
standard security, showing gradually in- 
creasing earnings. Subways increase 
future possibilities. A favorite specula- 
tion with some local traders. 

(6) Southern Pacific common.—Well 
maintained earnings. Immense land 
holdings. Enormous and varied own- 
erships of subsidiary corporations. Con- 
trolled by Union Pacific. 

(7) Atchison common.—A strong 
road, with possibilities for the future as 


the Southwest becomes more closely set- 


tled. Earnings well maintained and a 
favorite speculation with many traders. 

(8) Erie common.—Earnings in- 
creasing rapidly since 1908. Excellent 
market and great future possibilities. 
Recent improvements have made impor- 
tant reduction of expenses. 

(9) Pennsylvania.—Fluctuations not 
large but market excellent and prices 
well maintained under unfavorable con- 
ditions. Has paid dividends since 1856. 
An exceptionally safe stock to trade in. 

(10) Canadian Pacific—Earnings 
increasing. Large land holdings. A fa- 
vorite speculation in London and in the 
Provinces. Out of reach, for the most 
part, of adverse United States legislation. 

(11) Chesapeake & Ohio.—Good 
earnings and promising future. Is at 
times a favorite speculation. Recent Chi- 
cago connection is a temporary handicap 
but will eventually strengthen the posi- 
tion of the road. 

(12) Norfolk & Western.—Growing 
earnings. Road in fine condition. Con- 
trolled by Pennsylvania Railroad inter- 
esis. Territory improving yearly. 

(13) U.S. Steel common.—The pub- 
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lic’s favorite stock. Present prospects a 
little uncertain, but there appears to be 
no way for prosecution to destroy the 
immense values which have been built 
up. May always be counted upon to re- 
spond to changes in industrial conditions. 

(14) -American Beet Sugar common. 
—Earnings have increased rapidly since 
1907. Dividends recently declared. 
Stock not widely distributed. Sugar 
Trust has large holdings. Apparently 
excellent prospects. 

(15) International Harvester com- 
mon.—Rapidly increasing earnings. Sub- 
ject to prosecution under Sherman law, 
but adjustment hoped for. Company is 
in a strong position, and relations with 
employees have been exceptionally pleas- 
ant. 

(16) American Smelting & Refining 
common.—An active speculative stock. 
Price will respond to improved condi- 
tions in the copper trade. 

(17) Utah Copper.—Increasing earn- 
ings. Future supplies of ore well as- 
sured. Can make some money on low- 
priced copper and big profits on high- 
priced copper. 

(18) American Telephone & Tele- 
graph—aA high-grade dividend payer 
with important equities in the earnings 
of subsidiary companies. 

(19) Tennessee Copper.—A big pro- 
ducer of sulphuric acid, with favorable 
contracts for disposition of its product. 
Prospects appear exceptionally good. 

(20) N. Y. Consolidated Gas.—Grow- 
ing earnings in spite of reduced price of 
gas. A favorite speculation with many 
New York City traders. Company is in 
a strong position. 

It may be well to explain why several 
leading stocks are omitted from the above 
list. Northern Pacific, Great Northern, 
Baltimore & Ohio, Chicago, Milwaukee 
& St. Paul and New York Central are 
omitted because of uncertainty in regard 
to future earnings. Amalgamated Cop- 
per is omitted because it sells too high 
for its dividend return, and is much 
subject to manipulation. It will take this 
stock a long time to recover the public 
confidence which it lost by H. H. Rogers’ 
manipulation. Many other excellent 
stocks are, of course, omitted because of 
comparative inactivity. 





How They Trade 


NY one who. is skeptical as to the 
number of successful traders in 

“ stocks would certainly derive 

food for serious thought from the replies 
to our recent query, “How do you trade?” 

It is surprising how many of our read- 
ers who deal in stocks have adopted the 
stop order plan as one of their principles, 
both for the purpose of eliminating losses 
and to protect profits. Another impor- 
tant characteristic indicated in these re- 
plies is that of taking a larger profit than 
loss. 

For example, one of our subscribers in 
Chicago, writes us that he deals in from 
100 to 500 shares at a time and operates 
for the 10 and 20-point swings. His stop 
orders are from 2 to 2% points away, 
and the greatest loss ever taken was 7 
points on 100 shares. (This was prob- 


ably before he adopted the stop-order 


method.) His dealings are mainly in 
regular Stock Exchange securities. 

He never bases his commitments on 
tips nor does he use a mechanical method. 
He investigates for himself and selects 
his own securities. 

This year, which is his third of active 
trading, his profits have averaged about 
7% points and his losses 24% points. His 
trades are at the rate of about one per 
month. He generally keeps 25 points 
margin, with a reserve in the form of 
cash in the bank. 

In answer to the query, “To what do 
you attribute your success?” he says: 
“Patience.” 

Another operator charges his inability 
to succeed thus far to “Belief in wrong 
dope and disbelief in good dope.” 

We trust that this gentleman will real- 
ize the spirit in which we say that belief 
in any kind of dope may be the real cause 
of his trouble. 

He states that “good information” 


would aid him most in his trading if he 
could secure it. 

We have been down in Wall Street a 
long while, and have met very few peo- 
ple who have made and kept money on 
“good information.” The trouble with 
all kinds of information is that you may 
consider it good, but the Street generally, 
or some large operators in particular, 
may regard it as the opposite. 

Question No. 19, “How do you select 
your securities?” brings forth the an- 
swer, “On recommendations.” 

From all of the foregoing we can safe- 
ly conclude that this trader does not, in 
any sense, depend upon his own judg- 
ment, but only on what he hears. There- 
fore, we are not surprised to read in re- 
ply to Question No. 29, “No, I have not 
been successful so far.” 

He uses stop orders “sometimes,” and 
they are usually two points away. It 
would be well for him to make the use 
of stop orders an invariable rule unless 
he purchases his stocks outright. 

Twenty points is the greatest loss he 
has ever taken. If he will adopt our stop 
order suggestion, he will never again 
suffer such a loss. 

In the past he has subscribed to a cer- 
tain market letter which was based on 
fundamentals and has lost money 
thereby. 

Our suggestion in this case would be 
that the trader discontinue operating on 
tips, inside information, etc., and learn 
more about stocks and their fluctuations. 
He will find in the back numbers of THE 
TICKER all the ideas, plans, methods and 
suggestions which we have been able to 
gather for over four years. By a careful 
perusal of these volumes he should be 
able to evolve a plan for selecting stocks, 
as well as getting valuable ideas about 
the right time and the right method for 
operating in them. 
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Allis-Chalmers.—* Bondholders protective 
committee formed, held meeting to discuss 
plans for examination Cos. affairs and fix 
time limit for deposit of 5% bonds. 


Am. Agri. Chemical.—*Co. now has in 
operation three new plants; two other plants 


will go into operation before Jan. with a com- 
bined annual capacity of not less than 150,000 


tons. An addition of 150,000 tons to its pro- 
duction means at least $3,300,000 more gross 
business. Another two yrs. should see Co. 
with $30,000,000 of annual gross sales. Those 
in closest touch with Am. Agri. believe Co. will 
show by far the largest balance for the Com. 
in the history of the corporation.—*Co. de- 
clared an initial div. of 1% on the $17,114,- 
500 com. stock. The regular quarterly div. 
of 1%% was also declared on the $19,288,- 
000 arta 


Am. Can.—*Surplus of Co. as of Dec. 
3i, 1910, was $6,789,888, equivalent to 16% of 
the 32% already accrued. on pref. stock. Earngs. 
have increased thus far more than 10% over 
last yr., and best quarter of the yr. to be heard 
trom.—*Union Bag & Paper Co., strange to 
Say, is cutting into Can. Co.’s business. New 
sanitary laws require usage of paper cups and 
disuse of tin ones. Also cooking bags dis- 
place many utensils made by Am. Can Co. 
[he Am. Tobacco Co.’s‘ plants are to make 
their own tin cans. So will some other big 
consumers, before long. 


Am. Cotton Oil._—*The passing of the 
com. div. finds explanation in yr.’s income 
acct., which shows second smallest earngs. since 
1889. The present is the first yr. since 1896 
that nothing has been shown for the Com. 
Last yr. was abnormally poor and probably 
will be greatly bettered this yr. with bumper 
cotton crop and cheaper seed. Working cap- 
ital at close of yr: was over $2,836,616 greater 


*Leading financial and investment 
_ §$From official sources. Neither Tue 
information, but it is from sources 


than in 1910. Earngs. on Com. in 1908 was 
3.19%, in 1909 10.38%, in 1910 6.78%. 


American Ice.—*Co. for year ended Oct. 
31 will show increased gross and net over 1910. 
Last yr. net was $479,790, equal to 3.22% on 
$14,920,200 pref. stock, compared with 7.36% 
earned on same amount previous yr. Since 
1904 expenditures in acquiring real estate, 
buildings and machinery up to Oct. 31, 1910, 
were $2,705,391, of which $450,770 remained 
on mtge. at close of 1910. In addition, there 
has been spent during the period a total of 
$1,483,379 in upkeep and improvements to 
properties, charged to operating expenses. 


Am. Linseed.—*Since 1909, earngs. have 
steadily dropped owing largely to decrease in 
consumption resulting from high prices for 
both flaxseed and linseed oil. In 1909 net 
profits amounted to $979,000, equal to 5.8% on 
the $16,750,000 pref.; in 1910 $720,952, equal to 
4.3%, and in the last fisc. yr. to July ‘31, 1911, 
dropped to $434,611, equal to only 2.6% on this 
stock. Working capital increased from $1,- 
531,206 in 1909 to $3,211,119 as of July 31, 
1911, despite decrease in earngs. shown above. 


Am. Locomotive.—* Plants operating 40% 
to 45% of capacity, improvement over the sum- 
mer when operations ran 25%. Yr.’s opera- 
tions yield average of 50% to 55%. Since Jan. 
1, 1911, orders received for 918 locomotives. 
Concern has capacity of 3,300 locomotives per 
annum. In 1910 the Co. built 2,250 locomo- 
tives, 1,115 in 1909, and 1,170 in 1908, 


Am. Malt.—*The yr. ended Aug..31, 1911, 
was best in its history. Gross profits were 
over $1,000,000, as compared with $550,000 in 
1910 and $1,320,000 in 1908. Am. Malt shows 
$5.28 per share on its pref., compared with 
$1.68 in previous yr. Practically all the stocks 
of the Am. Malting Co. are now held by Am. 
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Malt corporation, shares of which are listed 
on the local exchange. 


Am, Steel Foundries—*Operations of 
Co. are now running about 50% of capacity, a 
gain of 10% compared with a month ago, and 
outlook is better than for some time. Owing 
to change Co.’s fis. yr. from July 31 to Dec. 31, 
annual meeting will be called for March 21. 


Am. Su Ref.—*According to report 
made to sub-committee of Sugar ot he eg 
body, Am. Sugar Ref. produces only 43% of 
total’ sugar for U. S. and no “Sugar Trust” ex- 
ists. Investments in other sugar Cos. amount- 
ed to $27,179,266 on Dec. 31, 1910, of which 
55% was in beet sugar concerns and 20% in 
National Sugar pref. and Western Sugar Ref. 

Since Ist of yr. part of these holdings 
have been liquidated. What probable outcome 
of suit will be no one can predict with certain- 
ty, but adds an element of risk to the stock 
which cannot be overlooked. 


Am, Tel. & Tel.—*Co. has become one 
of the investment favorites not only of New 
York. Principally foreign buying has been be- 
hind recent strength—*Am. Tel. & Tel. has 
made offer to stockholders of Chicago Tel. to 
oe Am, Tel. stock for Chicago Tel. Co. 
stock share for share.—*In past 2 mos. minor- 
ity stockholders in six Cos. have been offered 
opportunity of exchanging stock for shares of 
Am. Tel. upon different bases of exchange. 
Financially this liquidation shows decrease in 
capitalization of $8,000,000 in par of outstand- 
ing stock—*Western Electric declared an 
extra div. of 2% in addition > Fay quarter- 
ly div. of 2%. The Am. Tel. & Tel. owns 
$12,000,000 of the sis, 000,000 ony so its share 
of the div. is $240,000 


Am. Tobacco.—*The Supreme Court de- 
clined to interfere with reorganization; per- 
mits plan to be put in operation. 


Atchison.—*Additional mortgage bond 
issues not likely for at least several yrs., ow- 
“ing to convertibles authorized. Convertibles 
are merely debentures unless Co. should place 
additional mortgages, in which case it would 
be obliged to include convertibles in such mort- 
gages. There is no order of priority among 
the 3 issues of convertibles—*Reg. semi-an- 
nual div. 242% on pfd., payable Feb. 1 to stk 
of record Dec. —#Divid. on com. appears 
secure, although net earngs. decrd. 15% in first 
4 mos. of fisc. yr. Main cause decrease was 
liberal policy in maintenance of road, expendi- 
tures increasing about $1,250,000 over last yr. 
Maintenance now equals 35% of gross against 
20% to 25% for many large systems. If 
mangmt. desired net returns for 4 mos. could 
have shown increase over last yr. without im- 
pairing physical condition or operating effi 
ciency. 

Atlantic Coast Line.—*Recent incr. in 
.. from 6% to 7% was conservative. Since 

908 gross earngs: have incrd. 21 4%, and sur- 

— after divs. incrd. from $31,700 in 1908 to 

942,000 in y hes equal to 6.1% on com. stk. 
outstandi Since 1902, when 51% interest in 
Louis. & Nash. was acquired, gross earngs. 
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have almost quadrupled, and surplus after divs. 
has incr. 5 fold. Atlantic Coast is essentially 
a low cost operator. Average proportion of 
expenses to gross for 10 yrs. 63.8%. Last yr. 
cost of transportation equaled 33% of gross 
against 30% previous yr. For 1911, mainte- 
nance of way 12.4% of gross, maintenance of 
equipment 14.5%, traffic expenses 1.7%, all 
about the same as 1910 and 1909. Working 
capital, $15,674,000, against $11,867,000 in 1910 
Incr. due to sale of bonds. Current assets ex- 
ceed current liabilities by about $16,000,000. 
There is possibility of extra div. in future out 
of L. & R. surplus, which now equals $36.90 
per share. Should Louis. incr. its capital stk., 
Atlantic Coast would receive larger proportion 
of annual income.—tAtlantic Coast equity : 
L. & N., which in turn has equity in N., 

St. L, plus Atlantic Coast’s own earngs., mobs 
total on com. stk. last fisc. yr. 16%.—*Control 
of Louisv. has not yet profited Atlantic Coast 
in cash returns, as divs. received from Louisv. 
are $108,000 a yr. less than charge on bonds 
and stk. issued to acquire it. 


Baltimore & Ohio.—*Contracts closed 
for construction of 8,000 cars. Still in mkt. for 
1,000 freight cars.—*4 mos. of fisc. yr. show 
large saving in operating expenses. Co. has 
spent in last 18 mos, the greater part of the 
$40,000,000 it had accumulated for additions, 
betterments and equipment. Prest. Willard 
says road was never in better physical condi- 
tion.—tAll doubt as to maintenance of 6% div. 
belived to be dispelled by Oct. statement show- 
ing increase of 10% in gross, decrease of 5% 
in expenses, and increase 18% in net. This is 
result of improved efficiency owing to $30,000,- 
000 expenditures for additions and betterments 
in the past yr. 


Bethlehem Steel—*Co’s year ends Dec. 
31. Last report was for calendar yr. 1910, 
when surplus available for divs. was equivalent 
to about 14% on the $14,908,000 pref. stock. 
At the end of Aug. Co. reported no decline in 
business, and was then operating at about 85% 
of capacity, so that if that rate of business and 
prices were maintained for balance of yr. it 
— expected that 1911 would show about as 
ast yr. 


Boston & Maine—*New Haven’s credit 
alone has saved B. & M. from financial diffi- 
culties. President Mellen writes stkholders of 
Suncook Valley that some of B. & M.’s leases 
must be modified or receivership is threatened. 
New Haven, however, would hardly allow B. 
& M. to go into receivership. Moreover, many 
economies are possible in operating B. & M. 
Vice-Pres. Byrnes says operating costs can be 
cut down $100,000 a month without detriment. 
This fact doubtless causes the improved de- 
mand for B. & M. stk., which has risen from 
96% to 102 on the hopeful situation. 


Brooklyn Rapid Transit—tExpansion in 
gross earngs. averages approximately $2,500 per 
day, or at rate of nearly $1,000,000 per annum. 
The total increase in gross for four mos. ended 
Oct. 31 was approximately $450,000, or at rate 
of $1,350,000 per annum. Out of every dollar 
of business handled, 55c. is being saved for 
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net. The gain in net for first four mos. of cur- 
rent fisc. yr. amounts to $250,000.—*In nine yrs. 
since June 30, 1902, profits have grown from 
14% to 644%. Gross business handled on ele- 
vated lines has swelled from $3,372,036 to = 
377,966, a gain of 150%. The growth of $5,- 
000,000 in elevated traffic contrasts brilliantly 
with $3,900,000 increase in surface riding, an 
expansion of but 40%. 


Canadian Pacific—*At present prices 
yields but little over 4% on money invested. 
This reflects anticipation ‘of early offering of 
$20,000,000 new stock. Gross earngs., 1911, in- 
creased 10% over 1910, and same expansion 
continues in recent mos. Current assets de- 
creased $10,694,000. This also is thought to 
indicate new offering of stock for replenish- 
ment of current funds.—tCurrent business has 
shown larger incr. than recorded earlier in the 
yr.—*At special meeting Co. authorized issu- 
ance of additional amount of com. stock to 
extent of $18,000,000, which will be offered to 
stockholders at $150 a share, on basis of one 
share for every ten shares held. 


Central Leather.—*Judging by trade re- 
ports, it is doubtful whether Co. is at present 
earng. its full 7% pref. div. Last year showed 
a deficit of $836.42 after payment of pref. div. 
It is believed that pref. div. is not yet in danger 
and that the surplus of former yrs. will be 
drawn upon to make up the div. That surplus, 
however, is not large, about $3,000,000. 


Chesapeake & Ohio—jSurplus above 
divs. last fisc. yr. only $88,000. However, 
Hocking Valley, whose stock is mostly owned 
by C. & O., has increased div. from 4% to 6%, 
and Kanawha & Michigan, of which Ches. 
owns nearly one-half, has increased from 4% 
to 5%. C. & O. gains annually from the two 
sources $216,000. For last fise. yr. Hocking 
Valley earned over 16%, and Kanawha & 
Michigan about 10'%4%.—*Increase in mainte- 
nance accounts for $394,000 of the reduction 
in balance for divs. Earngs. in 1911 would 
have been about 7.7% had not the mangmt. 
extended its lines to the lakes, creating fresh 
capital obligations. 


Chgo. & Alton—*Annual report shows 
balance after charges onl $e against $1,- 
072,000 1910; floating debt, $2 Total 
business increased 9.2% = O10, but ex- 
penses were 71.6% of gross against 64.6% in 
1910, due to larger expenditures for mainte- 
nance; further increase in such expenditures 
is desirable—*Alton’s 1911 Annual Report 
reads like a retreat from Moscow. A surplus 
of $952,000 in 1907 has been gradually turned 
into a deficit of $251,000 in 1911. All divs. 
have been discontinued. Maintenance 1911 in- 
creased 38% over 1910, transportation 12.6%. 
—*Yrly. tax in 1910 was 19% higher than in 
1905. Road is seriously in need of working 
capital; working assets being $3,257,000 and 
working liabilities $5,538,000. Mine and for- 
est products constitute 55% of total tonnage; 
agricultural, 16%, manufacturing, 10% 


Chicago & Eastern Illinois—*Gross and 
net earngs. last fisc. yr. largest in history of Co. 
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Bonded debt increased $730,000. Working lia- 
bilities decreased 000. Passenger traffic 
has doubled in 10 yrs. Passenger train earngs 
last fisc. yr. increased 12c. per train-mile over 
previous yr. Profit and loss surplus increased 


Chicago Gt. Western.—*Co. started cur- 
rent yr. with free cash amounting to $3,891,000 
against $5,104,000 in 1910. Current. liabilities 
$2,223,000, against $3,163,000 in 1910. Funded 
debt increased from $36,811,000 to $41,232,000 
for purposes of extension and improvement.— 
tRoad has been making excellent progress 
since re-organization 2 yrs. ago in growth in 
trafic and improvement in operating, but 
much progress remains to be made before divs. 
can be declared on the pfd. 


Chicago, Mil. & St. Paul.—*Poor crops 
along the lines have reduced earngs., but Puget 
Sound line gaining. Unless conditions im- 
prove it is believed com. div. will be reduced to 
5%. Lumber business dull and improvement 
projects nearly at a standstill_—fFrom sources 
close to mangmt., it is learned that but small 
hope is entertained that 7% div. will be de- 
cleared in Jan. Net returns decreasing at rate 
of over 20%. Working expenses abnormally 
high—ratio to gross 78% against 70% last yr. 
Earngs. available for divs. are at the rate of 
about 244% on com. 


Chicago & Northwestern.—tSurplus of 
$1,703,000 after divs. last fisc. yr. was smallest 
for many yrs. Has pd. divs. continuously 
since 1877, 5% or more since 1895. Average 
train load increasing, property well main- 
tained, mangmt. efficient. Earngs. available 
for com. have varied from 8% to 15% past 10 
yrs. Future promising.—*For 4 mos., mainte- 
nance of way decreased 11%, transportation 
expenses 5%, other operating expenses 7%. 
However, up-keep of property not being ne- 
glected. Fewer employees and fewer trains. 
—*Contracts for construction of 3,600 cars. 
Specifications out for 500 more. 


Cincinnati, Hamilton & Dayton.—*An- 
nual report contains this item: “Loss account 
sale 110,000 shares Pere Marquette R. R. com. 
stk., $11,220,000.” No explanation is offered. 
Against this stk. are outstanding $11,557,000 
purchase money notes guaranteed by B. & O., 
which has 7 yrs. option on the C. H. & D. stk. 
The above loss was more than the par value 
of the stk. sold.—*For fisc. yr. 1911 deficit af- 
ter charges was $661,000, against $720,000 in 
1910. Gross revenues were highest in Co.'s 
history. Maintenance charges were reduced, 
but increase in cost of labor and materials. 
Freight train mileage increased only .74%, 
while ton mileage gained 2.36% ; train load was 
446 tons, against 439 last yr. 


Colorado Fuel & Iron.—*Co.’s balance 
sheet of June 30 shows entire 1910-’11 yr.’s 
earngs. totaling $1,253,547 after profit and loss 
adjustments were put into the Co. in form of 
liquid assets. Annual capital expenditures are 
reduced to minimum. rties and secur- 
ities, standing at $15,742,701 as of June 30, 
show increase of only $30,826, and equipment 
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valued at $27,078,134, increase of but $24,468 
over previous yr. Cash on hand stood at $1.- 
590,120, a gain of $1,163,000 over June 30, 1910, 
and net gain in liquid assets $1,107,647. 


Denver & Rio Grande—*No promise of 
div. on pref. before 1914—§Pres. Jeffery esti- 
mates cost of repairs from floods at $500,000. 
Narrow gauge line to Durango just opened; 
Silverton branch ready about Nov. 30.—tIn 
first 4 mos. of 1911 fisc. yr, Co. earned surplus 
of $1,012,700 after chafgeS. In fotr mos. end= 
ed Oct. 31 last surplus amounted to but $56l,- 
200, a decline of $451,400, or 44.6% compared 
with a year ago. 


Erie.—fContinued reduction in working 
expenses, amnting. to 2.3% for Oct., although 
gross increased 1.7%, jesuite in incr. in net 
earngs. of 13.1%; 45 new engines and 4,000 
freight cars will soon be delivered.—*Erie is 
making a dollar do more work than other 
trunk line mngements, and is carrying traffic 
more economically than competitors. Oct. op- 
arene ratio was 70.5%, against 85.7% for 

- 
terials, labor, etc., Erie is operated at least 
25% more economically than in 1907.—tOwing 
to grade reductions on main line, 19 locomo- 
tives now do the work that formerly required 
43. Avge. train load increased from 412 tons 
in 1905 to 999 tons in 1911, which is second to 
only one road in the country. 


General Chemical.—*Action of Co. in de- 
claring a stock div. of 5% on com. stock was 
not unexpected. Co. has been showing. in- 
creased sales and profits for some time, and 
paying 6% annually on com. and pref. Com. 
div. was increased in Jan. of current yr. For 
yr. ended Dec. 31, 1910, Co. showed profits 
equal to 20.25% on com. after allowing 6% 
on pref. Statement issued in Aug. of this 
yr. for first six mos. of yr. showed net prof- 
its $1,193,308, or at annual rate of $2,386,- 
600, compared with $2,401,339 for entire yr, 
of 1910. Should last half of 1911 show prof? 
its equal to first half, would equal about 

% on com. after full 6% is allowed on 
pref. 


General Electric.—*Should receipts of 
Co. show $68,000,000 for yr. which will end in 
six mos., and same percentage of depreciation 
and interest, net profits applicable to divs 
should be equal to about 13.5% on $77,208,700 
stock outstanding. Last yr. this was 16.65% 
on $65,179,600 stock. At end of 1910, surplus 
stood at $22,022,706. Working capital as of 
Dec. 31, 1910, stood at $60,586,291.—*Nov. 
gross sales were about $5,600,000, contrasting 
with $6,400,000 in Oct., average of $5,300,000 
for three mos. before that. Oct. business was 
largest of any mo. this yr. by receipt of big 
order for $1,200,000 from Miss. River Power 
Co. For eleven mos. to Dec. 1, Co. has billed 
orders at rate for full yr. about $67,500,000, or 
$3,600,000 less than in fisc. period to Dec. 31, 
1910.. The new plant at Erie is needed to get 
into a new labor market. The 10,000 employ- 
ees at Lynn and the 14,000 at Schenectady rep- 
resent about all the available labor in those 
two cities which Co, can command, 


1907. Considering advanced cost of ma-, 
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General Motors.—*Co. has issued state- 
ment for fisc. ten mos. to Jume 31. The yr 

was changed from Sept. 30 to July 31, to con 
form to the selling season. Income acct 
shows balance for int. after all other expenses 
of $4,066,251, and net after pref. divs. $2,474,- 
176, equa) to over 16% on com. stock. 


Great yr nageomgypn army cry for divs. last 
3 mos. of fisc. yr. equals 3.11%. We believe 
full yr.’s divs. will be earned in Ist 6 mos., 
which is best period of Great Northern's yr. 
Improved earngs. and prospects are not appre- 
ciated by investing public. 


Gt. Northern Ore.—*Rumors are cur- 
rent that Gt. Northern Ore trustees have de- 
cided against any further div. payments pend- 
ing readjustment to meet the changed shuation 
brought about by announcement by the U. 
Steel Corporation of its purpose to oi Be 
lease of ore lands on Jan. 1, 1915. 


Illinois Central—tOct. showed decrease 
in gross earngs. of $1,081,334, or 18.9%; oper- 
ating expenses, 89% of gross and decrease in 
net of $1,003,611, or 66.6%. The poor showing 
was due to the strike. It was necessary for 
Co. to employ 8,000 strike breakers, and this 
increased expenses. Traffic was held up and 
shippers showed reluctance to give the road 
business. 


Interborough.—*It is generally supposed 
that in return for its 12.90% assessment on 
Met. St. Ry., Met., the holding concern, will in- 
herit management of numerous broken down 
and bankrupt traction Cos. 9 of the subsidiary 
Cos. are paying substantial divs., and their 
stocks have a market value of 2% times their 
par value. Just how much these individual 
subsidiaries are earng. is unknown, as they 
are reported under head of “Met.” Under 
terms of reorganization Met. will again come 
into operating control of these Cos.—*Nov 
gross earngs. made second best gain of any mo. 
this yr., with daily average increase of $4,300, 
or $129,000 for the mo. This contrasts with a 
gain of $5,100 per day in Oct. and $3,400 daily 
in Sept. Of the $4,300 daily increase last mo. 
slightly over $4,000 was contributed by the 
subway lines.—§Co. reports for the 4 mos. end- 
ed Oct. 31 last, balance for div., $1,004,622 
Dec., $183,843; surplus, $129,622. Dec., $271,- 
343. Passengers carried, 180,743,469.  Inc., 
6,952,901. 


Inter. Harvester Co. 


—*Attorney General 
has detailed two men to collect data concern- 


ing Co. Pending receipt of report, conferences 
between officials of Harvester Co. and Dept. 
of Justice have been suspended. Attorney Gen- 
eral believes that Harvester officials are sin- 
cerely trying to arrive at a plan of reorgani- 
zation that will meet with approval of the 
government, and that it is likely such a plan 
can be agreed upon. 


International Merc. Marine.—*An esti- 
mate of earngs. for fisc. yr. ended Dec. 31 
would place income: acct. at approx. same basis 
as previous yr. Gross revenue at about $38,- 
000,000, net of about $8,000,000, and final sur- 
plus about $4,000,000. For 1910 surplus was 


- 
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$4,249,580; for 1909, $1,182,335; for 1908, a 
deficit of $1,729,985, and a surplus of $4,033,731 
for 1907. Co. will probably be in position to 
set aside for depreciation this yr. an amount 
equal to that of 1910, which was $3,503,640. 


Inter. Paper Co.—*The fisc. yr. has been 
changed to end with calendar yr., so statement 
of earngs. will be given out in Jan. For yr. 
ended June 30, 1911, net earngs. were $1,671,016, 
or 7.5% on the $22,406,700 cumulative 6% pref. 
stock. The balance available for divs. after 
special depreciation charge of $484,760, was 
equal to 5.3% on the stock. Nov. production 
was 40% in excess of 1909 and 4% greater 
than a year ago. Plants are today in better 
physical shape than at ‘any time in 10 yrs. Dur- 
ing yr. ended June 30 last, Co. expended upon 
plants $500,000. This: current 12 mos. a total 
of about $750,000 will be laid out for impor- 
tant plant development. This includes in- 
crease in power capacity at Niagara Falls 
plants, so that it can grind all its own pulp and 
make 150 tons of paper daily. An official of 
Co. says: “Co, has an enormous equity in its 
power. Inside of next 5 or 10 yrs. I expect to see 
Co. more of a power proposition than a paper 
Co. We have in the U. S. and Canada over 
300,000 horse power. Much of this power is 
getting too valuable to use in making paper.” 


Intercontinental Rubber.—*Co. for year 
ended July 31 last showed gross increase, 
$344,460 over previous fisc. yr., and net in- 
crease of $372,334. After paying out divs. left 
$1,299,490, compared with $912,441 in previous 
yr., there still remains a surplus for yr. of $1,- 
341,028, a decline of less than $15,000 from 
surplus as of July 31, 1910. After deducting 
the regular 7% pref. divs. there remained be- 
fore com. div. payments a balance of $2,553,- 
018, equal to 88% on com. stock, which, during 
yr., had been on a 4% basis. Co. at close of 
fisc. yr. had surplus of $1,871,394. 


inter. Smelt. & Ref.—tWe understood 
that Co. will show earngs. in excess of 1910. 
Preliminary figures indicate $1,200,000, which. 
after allowing for depreciation, would leave 
net profit more than $1,000,000. Production 
from this point, it is estimated, will amount 
to 300,000,000 Ibs., compared with 275,000,000 
Ibs. in 1910. The Copper Refinery plant is be- 
ing increased to an ultimate capacity of 400,- 
000,000 Ibs. of copper per annum. In addition 
to this, Co. contemplates erection of lead re- 
finery. Net earngs. of more than $1,000,000 
represent over 10% on outstanding capital 
stock. Co. is on an 8% div. basis. Divs. call- 
ing for 


Inter. Steam Pump.—*The report for 18 
mos. ended Sept. 30 show net profits from 
combined operations of associated companies 
of $2,676,449; int. on steam pump bonds and 
on bonds of associated Cos. and discount of 
bonds, $800,176; divs. on steam pump and as- 
sociated Cos., pref. stocks, $1,289,700; total int. 
and divs., $2,169,876; balance added to surplus 
of undivided profits of associated Cos., $506,573. 


Iowa Central—(See Minn. & St. Louis). 
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Kansas City Southern. — tMaintenance 
chges. past yr. unchanged, and operating exps. 
reduced from 68.9% of gross to 67.7%. Earngs. 
on pref. 7.9%.—*One of few Cos. to show in- 
crease in both passenger and freight rates. 
Train load increased from 361 to 380 tons, and 
revenue per freight train mile from $2.64 to 

Operating efficiency is being steadily 
strengthened. 


Lehigh Valley.—tBelieved shareholders 
will receive one share of coal Co. stock for 
every 4 shares of Lehigh now held. Under- 
stood to be intention of mngement. to pay 8% 
on coal Co. stock, and railroad will probably 
be able to continue’ 10% div. also. Lehigh Val- 
ley Coal Co. now earns about $2,000,000 per 
yr., which equals 101% on the $1,965,000 stock. 
If stock is increased to $15,000,000, earngs 
would be 13.3%. 


Louisville & Nashville——jLosses in net 
surplus last fisc. yr. were wholly result of lib- 
eral maintenance policy and are fast being 
made up by current operations.—*Contemplat- 
ed $40,000,000 stock issue will be first increase 
in stock capitalization since 1902. Co. has been 
built up out of profits to extent of $15,844,000 
in 8 yrs. from 1900 to 1907; in 1908 and 1909 
to amt. of $2,557,000, chgd. to income; since 
then such — EO have been chgd. to prop- 
erty accts. otal uncapitalized improvements 
in this period equals 30.7% on capital stock. 
Including L. & N, surplus and surplus of N. C 
& St. L., total equals about 91% on stock. Few 
roads can show earngs. during past decade of 
double div. payments, let alone expending $20, 
000,000 additional in improvements.—*Advance 
in Atlantic Coast Line div. believed to indi- 
cate a probable melon-cutting for Louisville 
L. & N. reports increase of nearly 15% in net 
earngs first 4 mos. of current fisc. yr., due 
chiefly to decrease of $212,000 in expenses and 
taxes; maintenance below last yr.; profit and 
loss balance now equals 56% on capital stock. 
(See Atlantic Coast Line.) 


Met. St. Ry.—*Analysis of amended re- 
organization plan of Co. shows total of $104,- 
085,394 securities and debts to be treated and 
readjusted under terms of the plan. There will 
be $31,454,000 underlying securities that will 
remain undisturbed. In addition to the $104,- 
085,394 are $4,000,000 improvement notes that 
will participate in reorganization exchange, 
making a total of $108,085,394. New securities 
to extent of $66,201,500 will be issued in lieu 
of this amount, making reduction of $41,883,- 
894 in capitalization of Met. St. Ry. Co. The 
total amount of new securities to be issued 
will consist of the following: New 4s, $16,768,- 
100; new adjustment 5s, $31,933,400; stock, 
$17,500,000, making total immediate issue of 
$66,201,500. 

Minn. & St. Louis-Iowa Central.—t Plans 
for merger of Iowa Central Ry. and Minn. & 
St. L. have been perfected. Stockholders of 
Minn. & St. L. will meet Dec. 18 to approve 
sale by Iowa Central of all its R. R. and prop- 
erty to the Minn. & St. L. and for payment by 
Iowa Central to Minn. & St. L. of $2,500,000 
in consideration of 19,175 shares of its pref 
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stock, 93,702 shares of its com. stock, and 
$2,500,000 refunding and extension mtge. 5% 
50-yr. gold bonds. The securities to be re- 
ceived by Iowa Central will be distributed 
upon following basis: one share pref. stock 
and nine shares com. of Minn. & St. L. will be 
exchanged for each 10 shares of pref. of Iowa 
Central, and one share of com. of Minn. & St. 
L. exchanged for 2 shares com. stock of Iowa 
Central. lowa Central will offer the $2,500,000 
refunding and extension mtge. bonds for sub- 
scription to stockholders of the two cos. of 
record Dec. 26, 1911, pro rata to extent of 10% 
of par value of stock held by them respectively, 
together with $1,250,000 of pref. of Minn. & St. 
L. at $1,000 for each $1,000 refunding and ex- 
tension mtge. bond with the pref. stock of the 
par value of -—™ tg caeeacine payable on 
or before Jan. 25, 

Minn., St. nado '. Sault Ste. Marie.— 
*New freight terminal in Chicago will give 
Canadian Pacific, through this road, its most 
important entrance into the U. S. 

Missouri, Kansas & Texas.—*Road lost 
claim for $62,000,000 on Indian lands, dis- 
missed by U. S. Court of Claims. 

Missouri Pacific—*Pres. Bush says Co. 
will close next fisc. yr. with balance to meet 
fixed chgs. in spite of heavy maintenance out- 
lays. —*Contract placed for 2,000 cars. 

National Biscuit.—*It is estimated that 
gross earngs for fisc. yr. to end Jan. 31 next 
will be between $48,000,000 and $49,000,000 and 
net earnings around $5,000,000. For this last 
fisc. period gross was $45,380,232,, and net 
$4,619,460, both high records up to that time. 
The net allowed full payment of pref. and com. 
divs. and left surplus = $1,128,985. An “extra” 
div. of 2% was declared last week on the com. 
the first extra since 1908. The idea is that 
the com. may be regarded as being on an 8% 
basis. 

National Lead.—*Co. will close its cur- 
rent fisc. yr. in Dec. so that it cannot be ex- 
pected showing will make any material im- 

rovement over 1910. It will start the 1912 yr., 
owever, under more favorable auspices. Last 
yr. Co.’s net profits of $2,598,203 were the 
poorest since 1906 and a balance of but 4.3% 
was earned for the $20,655,400 com. stock 
against 6.23% the previous yr. In July, 1910, 
ag reduced its div. rate on com. from 5% 

. Co. earned 4.34% in yr. ending Dec. 
31, 1910. Paying 3% and selling about 51, it 
yields 5.88%. I can rise nine points before 
its yield equals 5% 


New York Gini ct Coma has ap- 
plied to Public Service Commission for per- 
mission to purchase stock of New York & 
Harlem, now operated under lease, and ma- 
jority of stock of New York, Ont. & Western, 
now owned by New Haven. Purchase of New 
York & Harlem will include ownership of 
passenger entrance into New York City, at 
present under lease—}Business heavier than 
ever before handled and net earns. show in- 
crease over last yr.—*Orders send for 125 
locomotives and 17,400 freight cars. Will 
probably issue about $15,000,000 equipment 
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trust certificates—*In 5 yrs. Co. has brought 
its equipment standard up from inferiority to 
equality with other important roads. Since 
1907, N. Y. C. has purchased about $120,000,000 
equipment. ‘ 

N. Y., Ont. & Western.—*In purchase of 
O. & W. by N. Y. Central from New York, 
New Haven & Hartford, it would appear that 
the latter lost about $800,000 on the deal, since 
Ont. & Western was acquired in 1904. N. Y. 
Central will acquire control of Ont. & Western 
for about $42 a share.—*Ont. & Western is in 
good physical condition and rolling stock is 
adequate. Large increase in transportation of 
coal over this road in 1911. 


Norfolk & Western—fCo. should soon 
derive a large income from ownership of Poca- 
hontas Coal & Coke Co., organized 1901. This 
Co. has heretofore been a burden to N. & W.., 
but practically all of the coal mined is shipped 
over N. & —tiIn 4 mos. N. & W. has 
earned over 4% on common stock.—*$5,857,000 
convertible bonds have been changed into stock 
since June 30, leaving $11,428,000 “bonds and 
making total of stock now $80,141,000. 


Northern Pacific Ry.—*Co. has carried 
out a policy of expansion and construction in- 
volving enormous outlay, much not yet pro- 
ductive, and in face of this, road has had new 
competition from extension of rival lines into 
its territory. To meet 7% div. now takes $17,- 
360,000, whereas formerly annual requirement 
was $10,850,000. This has naturally reduced 
Co.’s surplus. To heavy train loading is due 
remarkable earning capacity of road. Mainte- 
nance expenditures, 1911, were 25% less than 
1910. Cost of maintenance r mile $1,138, ex- 
ceeded only by Atchison, $1,544; Burlington, 
$1,358, and Union Pacific, $1,348. Co. has di- 
vided no direct profit on investment in Burl- 
ington. Inasmuch as Burlington earned 15.2% 
past fisc. yr., increased div., probably to 10%, 
would seem only a matter of time. The addi- 
tional 2% would benefit Northern Paeific 
$1,076,135 annually.—*Business northwest is 
considerably better than most observers have 
been lead to believe. Northern Pacific is get- 
ting a larger proportion than St. Paul, and is 
able to handle it more economically.—*Oct. frt. 
earngs. increased, while passenger earngs. fell 
behind. Decrease in operating expenses, $316,- 
000.—§Pres. Elliot apparently believes corner 
has been turned in Co.’s earngs. for the time 
at least; is confident that Co. will earn full div. 
present fisc. yr. 


Pennsylvania.—t While $100,000,000 bond 
issue by Penn. R. R. does not seem to be an 
early probability, it is possible that one of its 
subsidiaries may have bonds to issue in large 
amount. Penn. R. R. itself is well provided 
with funds. However, Penn. R. R. at annual 
meeting authorized $80,000,000 bonds which 
may be issued in any form, convertible or 
otherwise. 

People’s Gas.—*The-amount of money 
involved in the fight is a result of the Court's 
order impounding the difference between the 
80c. rate and the new ordinance rates are as 
follows ; 
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At rate of 75c. for first yr., one day, $2,319; 
one month, $70,556; one yr., $846,608. 

At rate of 70c. for next two yrs., one day, 
$4,638; one month, $141,112; one yr., $1,693,216. 

At rate of 68c. for next two.yrs., one day, 
$5,293 ; one month, $160,904; one yr., $1 931,859. 

The Court’s action did not lower the bills 
which will be collected from consumers until 
a further decision is handed down. 


Pere Marquette.—*Hawley, through the 
C. & O. R. R., will take over control of Pere 
Marquette from J. P. Morgan & Co. This will 
make an important connection with Hocking 
Valley and C. & O. for business to the North- 
west. Pere Marquette operates 2,200 miles and 
has its own steamers to Milwaukee and Mani- 
towoc. Estimated 4,000,000 tons of coal can 
be added to P. M.’s tonnage from the Hocking 
Valley. J. P. Morgan & Co. will continue fisc. 
agts. Last fisc. yr. showed a deficit after taxes 
and charges of $1,813,000, but physical condi- 
tion and equipment are now in much better 
shape.—*With the acquisition of Pere Mar- 
quette, the entire Hawley system now com- 
prises 11 roads and 17,799 miles, with a stock 
capitalization of $333,866,000.—*Pres. Cotter 
has brought property up to high state of physi- 
cal excellence. Deficits occurred in 1 
and 1911. In 1910 system made best showing 
since close, in 1907, of receivership, earngs. 
equaling 4.2% on first pref. stock.—*Main diffi- 
culty is not over-capitalization, but inability to 
handle traffic profitably. Last yr. fixed charges 
consumed 22.9% of gross, while operating ex- 
penses absorbed 81.5%. Pere Marquette’s ton- 
mile rate cannot be considered low but operat- 
ing eames have exhibited material upward 
trend. 


Pittsburgh Coal.—tA few months ago 
Co. sold a portion of its property to a subsidiary 
of the Steel Corporation, and received therefor 
$18,000,000 of bonds guaranteed by the H. C. 
Frick Coal & Coke Co. The Pittsburgh Coal 
Co. is understood to have recently sold for 
cash $10,000,000 of these bonds at par, and 
people who should know intimate that plans 
are under consideration whereby the 33% back 
divs. on the pref. stock of this Co. will be 
paid. There is outstanding $27,071,800 pref. 
stock, and the liquidation in full of the back 
divs. would call for the payment of a little 
over $9,000,000. 

Reading.—*Considerable misunderstand- 
ing over change from semi-annual to quarterly 
declarations. Divs. paid and to be paid during 
current fisc. yr. as follows: 

First Pref.% Second Pref. % Com. % 
Sept. 9,711,2 Nov. 10,’11,2 Aug.1,’11,3 

Mar. 14,712,1. Jan. 11,712,1 Feb. 1,°12,1% 
June 13,’12,1. + Apr.11,’12,1 May 9,°12,1% 
—?‘Reading Co. has been practically concealing 
earngs. of the Coal & Iron Co. Last year, ac- 
cording to returns, those declined $974,976 
net, whereas Co.’s anthracite coal production 
increased, prices advanced, and wages re- 
mained stationary. It is therefore probable 
that Reading com. earned more than 14% last 
vr., possibly 16%. Since 1903, no yr. when 
additions to permanent assets were less than 
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it is apparent that intrinsic value 
a yr. 


$5,500,000 ; 


of stock is increasing $7 or 


Rock Island.—*Agreement signed with 
shop unions ensuring peace for a yr. Traffic 
men say improvement in business will soon 
be manifest. R. I. has to operate with a com- 
paratively short haul, and in short trains, ow- 
ing to handling many passenger trains on 
single track, which necessitates making up frt. 
trains which can get to sidings quickly. 
Nothing but improvement in business will en- 
able Co. to equal 1911 record. 


Seaboard Co.—*Having fulfilled purpose 
of its creation—viz., to furnish Seaboard Air 
Line with funds for immediate debts and fu- 
ture development—Seaboard Co. will shortly 
pass out of existence. First pref. stock will 
be retired at par; $15,993,650 Seaboard Co. 
second pref. will receive $21,324,600 Air Line 
pref., and $28,545,775 Seaboard com. will re- 
ceive $29,576,800 Air Line com. Air Line is 
now firmly on its feet—fAir line is earng. 
at present about 4% on pref. and 2.5% on com. 
stock. Good progress in development of earng. 
power.—*Seaboard Co. has sold to a syndicate, 
$6,700,000 par value of Seaboard Air Line ad- 
justment 5s, and has sold bankers $85,900 
which they held once the above amount. 


Sears, Roebuck.—*Gross sales in Nov. 
were $8,100,000, which exceeds previous high 
record made in corresponding mo. last yr., by 
more than $300, Insiders predict that an- 
nual report for yr. end. Dec. next, will 
show surplus after divs. of $4,000,000.—*Co. 
uses about $600,000 worth of paper yrly., largely 
for catalogues. Co, has made a five-yr. con- 
tract for its entire supply; value of contract 

Southern Ry.—*Co. contracted for 1,700 
all-steel gondola cars, and 250 all-steel flat 
cars, in addition to purchase just consummated 
of 7 Mikado engines, 600 all-steel coal cars and 
65 steel underframe box cars.—}Co. is being 
highly maintained. Out of every dollar of 
business 28.2c. are turned back into mainte- 
nance. Will be surprising if next annual re- 
port fails to show earngs. of $4 a share on 
com. stock. (See Queen & Crescent.) 


St. Louis & San Francisco.—§While frt. 
revenue increased 1.5% in 1911, frt. train miles 
decreased 4.7% and frt. revenue train mile 
increased 6.4%. Passngr. train revenue in- 
creased 11.3%, with increase in passngr. train 
miles of only 4.7%. Gross revenue per mile of 
road—$8,319—is the highest in my to of Co. 
276 industrial plants, employing men, 
were located on Co.’s wack sm Bh wo fisc. yr.— 
*Incorporation of Memphis, Arkansas & 
Louisiana Ry. marks first step toward con- 
struction by St. L. & San F. of a line on west 
bank of Mississippi. New road is a necessity 
if ’Frisco means to establish through traffic 
between Chicago, St. Louis, Kansas City and 
the Brownsville division and Mexico City. 
Line will be 375 miles long and cost $15,000,- 
000. ‘Frisco has secured entrance into New 
Orleans through alliance with Louisville and 
Nashville—§Texas Pacific and Iron Moun- 
tain & Southern will not carry out contract 
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entered into last May whereby ’Frisco would 
use tracks of those roads. Matters are un- 
certain. Speyer & Co. state present hitch in 
agreement may be overcome. 


St. Louis Southwestern.—*As present 
yr.’s surplus is larger than 1909, when div. was 
increased, it might be logical that div. again 
be increased, but directors have mapped out a 
conservative course and have stated that they 
will adhere to it. Outlook is not any too 
promising. In spite of large crops, gross earngs. 
have not responded to extent desired. Co. feel- 
ing effects of severer competition. 


Texas & Pacific.—*Split in Iron Moun- 
tain-’Frisco-Texas & Pacific trackage deal 
hinged on inability of Texas & Pacific to raise 
funds necessary to complete improvements 
specified. Amount necessary is variously esti- 
mated at between $1,000,000 and $1,500,000.— 
*Expected some amendments to the tentative 
proposition can be made acceptable to all par- 
ties. 


Third Ave—*The reorganization calls 
for an assessment of 45% from the old stock- 
holders. In exchange there will be given 45% 
in new stock and 40% in new refunding 4% 
bonds. The capital expenditures have been 
$68,954,593, or more than $9,000,000 in excess 
of the $54,916,000 of new securities which are 
to be issued, and the $5,000,000 of Ist mtge. 
bonds which were not disturbed in the reor- 
ganization. The existing capitalization outside 
of the $5,000,000 1st mtge. bonds, is $56,055,000, 
of which $15,995,000 is stock: New capitaliza- 
tion will consist of $15,790,000 of refunding 
4% bonds, $22,536,000 of incomes, and $16,590,- 
000 of stock, a total of $54,916,000. The net 
earngs. of Co. after deducting interest on un- 
derlying securities and taxes, as shown by re- 
ceiver’s report, are: For yr. ended June 30, 
1909, $1,353,928; for 1910, $1,871,785; for 1911, 
$2,123,670. The receiver states that net earngs. 
since July 1, 1911, show increase over corre- 
sponding period last yr. of $170,000, or an aver- 
age increase of $35,000 per month. 


Toledo, St. Louis & Western.—tAnnual 
= shows deficit after pref. divs. of $325,- 

. Gross earngs small increase over pre- 
vious yr., but net declined $675,800. Working 
expenses amounted to 73.6% of gross compared 
with 67% in 1910. Loss in income from in- 
vestment is due to suspension divs. by Chicago 
& Alton. Floating debt, $406,728; cash on 
hand, $273,385. Liquid assets, $876,600; cur- 
rent liabilities, $1,283,328—§During yr. Co 
completed arrangements for joint use of new 
frt. terminals of Mo., Kan. & Tex. at St. Louis 
Trackage arrangements also made with Cin., 
Ham: & Dayton between Springfield and Met- 
calfe, Ill. This line enables interchange of 
traffic between Chicago & Alton and Tol., St. 
L. & W., route being shorter than through any 
other junctions.—*After meeting Edwin Haw- 
ley said that no action had been taken on pay- 
ment of regular quarterly pref. div. of 1%, 
and while Co. is not earng its div., it is in satis- 
factory position, and could, if advisable, pay 
disbursements out of surplus. 
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Twin City Rapid Transit.—tReport for 
10 mos. ended Oct. 31, 1911, shows growth 
both in gross and net earngs compared with 
corresponding. period 1910; gross $6,508,029, 
increased $242,302, and operating expenses, $3,- 
212,702, increased $215,853, leaving net earngs 
of $3,295,327, an increase of $26,450. After de- 
ducting fixed charges, taxes and pref. divs. ac 
crued, surplus for the 10 mos. was $1,894,535. 


Union Pacific.—*Has on hand now $50.- 
000,000 more ready money than heretofore; 
also $24,000,000 Short Line bonds in U. P. 
treasury could be marketed any time. 
These funds may portend some special use 
in the near. future —tSurplus, unprece- 
dented in annals of R. R. Cos., more than 
ever subject of speculation regarding 
possible distribution. Feature of financing 
was creation of two First and Refunding 
Mtges., one for $175,000,000 on the proper- 
ties of Oregon-Washington R. R. & Navi- 
gation Co., and one for $150,000,000 on the 
properties of Oregon Short Line. Bonds 
issued under Oregon-Washington mtge., 
$24,625,000. No bonds sold under Oregon 
Short Line. In five yrs, system has in- 
creased from 5,644 miles to 6,926. Construc- 
tion under way on 491 miles additional 
Most important extension of past yr Port- 
land to Seattle, 175 miles. 124 miles 
double-track built during yr. Results for 
1911 have advanced prestige of U. P. more 
than any yr since 1906.—TIncrease of $71,- 
000,000 in excess of assets over liabilities 
was mostly a bookkeping change; only $14,- 
334,445 was genuine increase in net assets. 
Intrinsic value of stock is steadily increas- 
ing $6.00 to $9.00 a yr. on acct. of large 
amounts put back into property out of 
earngs. Co’s income from investments can- 
not well continue increasing at rate of past 
few yrs. from $4,372,594 in 1902 to $19,121,- 
781 in 1910, due to increased div. payments 
on securities owned. Average yield of U. 
P. investments from 1902 to 1910 increased 
from 2.08% to 6.23%. Too much to expect 
that Co. will continue to secure 6.23%.— 
tEvident if U. P. interests desire, they can 
cut juciest melon to be found among in- 
vestment securities —*Three possibilities 
suggest themselves: With surplus of $186,- 
914,931, U. P. could issue more stock or 
bonds; or segregate investment holdings, 
capitalize the income and distribute certifs. 
of beneficial int.; or lastly, sell part of in- 
vestments and declare cash div. Fact stands 
out as indisputable that U. P. is unlikely 
to go on interminably adding $12,000,000 to 
$20,000,000 a yr to surplus, now $187,000,- 
000. Segregation most likely to be adopted. 


United Fruit—*Report of Co. for yr 
ended Sept. 30 last, shows cash on hand, 
$4,352,840, increase $685,537, profit and loss 
surplus, $13,762,998, decrease $24,327, while 
total assets and liabilities-aggregate $52,- 
232,833, increase $7,199,080.—*By declara- 
tion of an. extra div. of 10%, the 4th con- 
secutive declaration carrying with it right 
to subscribe to new stock at par, the right 
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being worth between $17 and $18, placesroad, 


Co. at head of the most prosperous indus- 
trial corporations in New England. Past 
fisc. yr Co. earned 17.4%, and owing to 
present and prospective high prices for raw 
sugar, indications point to 1912 being one 
of the banner yrs. 


U..S. Realty.—*Despite loss of $247,213, 
or 183% in. gross profits for first half of 
fisc. yr ended Oct. 31, remaining 6 mos 
should ‘exhibit substantial increase over 
1910, as. building contracts now on books 
are 50% ahead of a yr ago. Surplus for 
divs. for. half yr is equivalent to 3.5% 
against 5.03% last yr and 4.9% in 1909. 


U. S. Rubber.—*It is learned that Co. is 
taking 500,000 Ibs. of the Inter. Rubber 
Co’s product every mo. The price is said 
to be 42% of price of the Para grades.—* 
Co. will receive this yr in divs. on com. 
stock of its subsidiary, Manufacturing Co., 
$350,000 in excess of entire 4% div. on its 
own $25,000,000 com. stock. The 8% which 
Rubber Goods has paid on its com. stock 
this fisec. yr amounts to a return to U. S. 
Rubber of $1,349,000, compared with but 
1%, or $168,000, in 1910. In fisc. yr to 
Mch. 31, 1911, U. S. R. received in income 
from “stocks of other Cos” a total of 
$1,485,000. That sum _ will probably be 
doubled this yr. 


U. S. Steel.—*The unfilled tonnage on 
Nov. 30, 1911, was 4,141,955 tons. This 
compares with 3,694,328 tons Oct. 31, 3,611,- 
317 tons Sept. 30, 3,695,985 tons Aug. 31, 
3,584,085 tons July 31 and ‘2,760,413 tons 
Nov. 30, 1910.—tCo. is now receiving new 
business at rate of 40,000 tons a day, or 
12,000,000 tons a yr. The operations are 
on a basis of 75% of ingot capacity, which 
is about same as last 3 or 4 mos. The 
Penna. & N. Y. Central will place orders 
for approx. 350,000 tons of rails within 
short time. This should have a stimulat- 
ing effect— The next quarterly statement of 
earngs is not likely to show net earngs in ex- 
cess of $22,000,000 according to recognized 
trade authorities. 


Virginia Caro Chemical.—*Co. has now 
available for issue $3,000,000 bonds, these 
being remainder of authorized issue of 
$15,000,000 ist mtge 5% bonds. Under 
terms of that issue $3,000,000 were to be 
withheld from issue until Nov., 1911. In 
view of fact that $2,000,000 in pref. stock 
was issued last July to increase Co’s work- 
ing capital and make up for yr’s deficit of 
$500,000, it is unlikely that the $3,000,000 
bonds will be put out soon. Co, requires a 
large working capital. May 31 Co. had work- 
ing capital of approx. $19,000,000. 


Wabash.—*Election of new directors 
shows important changes in ownership of 
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virtually to change of 
control. Kuhn, Loeb & Co. have taken 
charge of finances,, New bankers will make 
no statement regarding change in control. 
—*Heavy fixed “charges, which reflect an 
excessive bonded debt, finally compelled 
reorganization Until property’s capitali 
zation has been scaled down, divs. out of 
question. Net result of invasion of Pitts 
burgh by Wabash has been a loss of 
$5,000,000 cash. Wabash also has outstand- 
ing $10,000,000 com. stock, which it ex- 
changed for com. stock of the Terminal 
Co., which is worthless. Incr. in operating 
expenses proportionately greater than gain 
in gross earngs. Is in good physical condi- 
tion. More earngs. will have to go into 
new equipment very soon. Sharp reduction 
in car-loading is responsible for increased 
operating expenses and smaller volume of 
net earngs. 


amounting 


Western Maryland.—*Within a month, 
barring unforeseen interruptions, West 
Md.’s new 87-mile extension, Cumberland, 
Md., to Connellsville, Pa. with connec- 
tions to Pittsburgh and Lake Erie, will 
be ready to turn over to operating dept. 
West. Md. said to be in first-class condi- 
tion, and will, by new N. Y. Central affilia- 
tions, become through east and west trunk 
line with easy grades and shortest route 
from Middle West to tidewater. Officials 
predict surplus earngs of between 8% and 
12% on com, stock within two yrs after 
nauguration of through route. 


Western Union.—*The combined state- 
ments of earngs of the Co. for last two 
quarters of yr. show result for the 6 mos. 
ended Dec. 31 last, the figures this yr being 
partly estimated, while those for 1910 are 
actual: Net revenue $4,799,136, inc. $1,097,- 
260; balance for divs. $3,930,771, inc. $1,095,- 
020; dividends paid $1,495,816, inc. $244; 
surplus $2,434,955, inc. $1,094,776; previous 
surplus $10,114,350, inc. $2,380,664; total 
surplus $12,549,311, inc. $3,475,440. 


Wheeling & Lake Erie.—*Minority stock- 
holders’ committee says Wheeling has been 
in receivership 3% yrs, and $13,000,000 cash 
has been put into property during past six 
yrs. During this period gross earngs in- 
creased 50% and fixed charges incr. less 
than 15%. Committee asserts W. & L. E 
is solvent and able to carry on its obliga- 
tions —*W. & L. E. could easily get along 
alone, but when Wabash-Pittsburgh Ter- 
minal, and all component parts, including 
W. & L. E., are put together and operated 
as one property, there can be no question 
about satisfactory results, so far as .Ter- 
minal bondholders are concerned. Most 
important demand of minority, that ma- 
jority ownership be dislodged, can hardly 
be effected. 





Mining Stocks 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated-Anaconda.—tAmal. is a 
holding Co. and has in its treasury two 
shares of Anaconda for each share Amal- 
gamated outstanding. Anaconda is_ sole 
operating Co. for the Amal. mines in Butte. 
As result of economies and expenditures, 
the cost per Ib. at close of yr should be 
close to 9 cents—*The supremacy of the 
Amal. interests in the copper industry of 
the world cannot be disputed. They will 
handle more copper than any group of in- 
terests. Outside of Amal. itself, the group 
identified with that Co. controls Greene 
Cananea with annual production of 50,000,- 
000 Ibs. Utah Con. 10,000,000; Superior & 
Pitts., 25,000,000; North Butte, 30,000,000; 
Giroux with prospective output 10,000,000, 
and several other properties, besides United 
Metals Selling Co. now owned by Amal.—* 
The production of Anaconda Co.’s smelter 
in Nov. amounted to 20,850,000 Ibs. com- 
pared with 21,273,445 Ibs. in Nov. last yr 
and 25,961,943 Ibs. in Nov. 1909. 


Braden Copper.—*Co.s report of Sept. Ist 
is most complete. Cost of production is 
placed at 7.4c. per lb. The estimate of 
ore developed as of July 1, 1911, amounted 
to 10,074,616 tons, as saying 2.7% copper. 
At 12%4c. copper the 3,000-ton plant should 
give an annual profit of $1,844,640, and for 
each cent increase in price of copper there 
would result an increase in profit of about 
19.6%. Deducting bond interest, this would 
amount to $1.16 per share on the 1,200,000 
outstanding shares. 


Butte Coalition—fCo. has treasury fund 
of nearly $4,000,000, so there are rumors 
of possible distribution of cash to stock- 
hclders, but one who should know says: If 
any use is made of this cash it will be 
acquiring additional properties to give 
greater value to stock. 


Calumet & Arizona—*Assuming that 
Co. will have received during yr average 
price of 124 per lb. net earngs. would be 
about $2,200,000, against div. payments of 
$2,500,000. The payment of 000 out of 
surplus this yr will not be serious drain 
on new Co., which had $3,500,000 net cash 
and copper on hand Apr. Ist last, after 
payment of quarterly div. of $1 per share 
on C. & A. stock and 86 cents per share 
on Superior & Pittsburgh. Co. is com- 
mitted to expenditure of about $2,000,000 
for enlargement of smelter. With recon- 
structed smelter in operation, C. & A: may 
be expected to produce 60,000,000 Ibs. cop- 


per per annum at cost below 8 cents per 
lb. when there should be no difficulty in 
earng $4 per share even on 12'%-cent cop- 
per.—*The estimated production of Co. and 
its subsidiary Cos. for month of Nov. 
amounted to 11,608,122 ibs. compared with 
= Ibs. in Oct. and 10,596,233 in 
ept. 


Chino.—tA million tons have been added 
to reserves since last estimate made Sept. 
Ist of 54,186,000 tons.—tThe total devel- 
oped tonnage shows a gain during yr of 
14,000,000 tons. Enlargement of the mill 
to provide for this and working capital Co. 
issued $2,500,000 bonds. 


Copper Notes.—*The Copper Producers’ 
Assn. report of Dec. 1 shows stocks on 
hand decreased 23,212,450 Ibs. to 111,785,188 
Ibs. Production was 111,876,601 Ibs.; do- 
mestic deliveries 68,039,776 Ibs.; exports, 
67,019,279 Ibs., and total consumption 135,- 
089,055 Ibs.—*All records were broken as 
regards copper imports during the 10 mos. 
ended Oct. 31. Figures show 286,554,141 
Ibs. In corresponding period of last yr, 
total imported amounted to 279,548,602 Ibs, 
while two yrs. ago total was 251,256,257 Ibs. 
Ten mos’ shipments, amounting to 631,283 
Ibs., were valued at $78,443,375. Exports to 
date revealed an increase over last yr of 
about 80,000,000 Ibs—tMaintenance of ! 
cent per Ib. rise in price of copper will add 
per share to annual net earngs as follows: 
Cal. & Hecla, $13; Ahmeek, $2.80; Osceola, 
$2.50; Quincy, $2.05; Amal. Granby and 
Mohawk, each $1.30; Utah Copper & Cal. 
& Arizona, each, $1; Copper Range, 90 
cents; Allouez, Old Dominion and Ten- 
nessee, each 70 cents; Anaconda, Isle 
Royale, Miami, North Butte, Ray Con. & 
Shannon, each, 50 to 60 cents. 


Goldfield Con.—tUp to present time de- 
velopments in lower levels have been un- 
Satisfactory. Reports received from prop- 
erty states that if production is maintained 
throughout the month, at present rate, 
Nov.’s net will exceed Oct. and"reach $680,- 
000. Present divs. call for monthly earngs 
between $590,000 and $600,000.—fCo. has 
declared usual quarterly div. of 30c. per 
share, regular and 20c. extra. One closely 
identified with management states: “A 
stockholder need have little anxiety regard- 
ing Goldfield for a considerable time to 
come. 


Greene Cananea—tVery definite infor- 


mation is that in Jan. Co. will inaugurate 
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divs. at rate of 50 cts. per share per an- 
num. Co. must be earng at rate of 75 cts. 
per share on present metal market condi- 
tions. 


La Rose.—tThe Oct. profits amounted to 
$75,561, which compares with Sept. $94,779 
and Aug. $84,521. From Jan. Ist to Nov. 
Ist, 1911, La Rose produced 3,011,583 oz. 
valued at $1,585,494. Sundry income $14,- 
623, expenses $604,959, leaving operating 
profit for 10 months period $995,158. Oct. 
20th Co. had cash on hand, ore in transit 
and at smelters $1,401,657.—*Co. has de- 
clared regular quarterly div. of 2%, payable 
Jan. 20 to stock of record Dec. 30. Books 
closed Dec. 30, reopen Jan. 18. 


Mines Co. of America—tThe regular 
quarterly div. of 144% was declared, pay- 
able Jan. 25th to holders of record Jan. 
10th. Earngs. of the combined Cos. from 
Jan. Ist to Oct. 3lst, or for 10 mos. of yr 
amounted to $673,109. Balance sheet of 
subsidiary Cos. as of Oct. 3lst, shows sup- 
plies on hand, bullion and concentrates, 
cash and accts. receivable amount to $975,- 
967. Based on 10 mos’. earngs, Mines Co. 
is making net profits of more than $800,- 
000 a yr. 


Nipissing. —-*Co. declared regular quar- 
terly div. of 5% and usual extra of 24%, 
payable Jan. 20th to stockholders of record 
Dec. 30th. The financial statement as of 
Dec. 9th, 1911, showed cash on hand $849,- 
230; bullion, together with outstanding 
shipments, brought total to $1,017,594. Ore 
on hand at mine ready for shipment 
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amounted to $403,885, making total $1,421,- 
479. 


Ray Consolidated.—tUp to Nov. Ist Ray 
Con. has produced 11,500,000 Ibs. copper, 
and by end of this yr product will amount 
to 17,000,000 Ibs., which would indicate net 
profits of about $425,000, allowing it cost 
the Co. about 10c. per lb. When new 
smelter at Hayden gets into commission it 
will effect a saving of 1%4c. per Ib. 


Utah Copper-Nev. Con.—*Production of 
copper by Utah Copper Co. for Oct. 8,660,- 
729 Ibs. against 7,582,219 Ibs., Oct. yr ago 
Nevada Con. 5,547,131 Ibs., against 4,080,300 
in Oct. 1910.—*For 10 mos of this yr. out- 
put of Utah Copper has been 80,278,000 Ibs. 
against 74,538,000 in 1910; for the full yr 
will be close to 100,000,000 Ibs. For 10 mos 
of 1909 production was but 46,344,000 Ibs. 
In other words, increase in rate of produc- 
tion in 1910 over 1909 was 60%, while in- 
crease in 1911 over 1910 is but about 8%. 
Cost of transporting ore carried over Co.’s 
R. R. has been reduced from 27 cents to 9 
cents a ton. On the 4,000,000 tons this 
road will carry annually, will mean earngs 
from this source alone fully $1,000,000 a yr. 
Co. is in strong position. Earngs are now 
far in excess of div. requirements.—* Ney. 
Con. is controlled by Utah Copper, which 
owns more than 1,000,000 of Nevada's 
2,000,000 outstanding shares. Nevada is 
kept on a 4% operating basis, at which it 
can easily earn present divs., but Utah 
Copper apparently is being worked to full 
capacity. 
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INQUIRIES 


This department is to answer miscellaneous questions in regard to the science of investment, method 


of operating, the customs of the markets, etc. 


It is intended for the use of subscribers only. Please write 


questions briefly and, if personal reply is desired, enclose stamped and self-addressed envelope. Address 


INQUIRY DEPARTMENT. 


New Clearinghouse Statement. 


The statement is frequently made that money 
is cheap and likely to continue so. But is it 
not a fact that the loans of the New York 
clearinghouse banks are more than oa. 
and that these loans have increased $600,000 
in the last year? Is there anything unusual 
or significant in this situation ?—H. C. 

You have apparently become confused in re- 
gard to the New York bank statement, because 
of the fact that a number of trust companies 
have recently been admitted to the clearing- 
house. For this reason the clearinghouse 
statement, as commonly given out and pub- 
lished throughout the country, cannot be prop- 
erly compared with the same statement as is- 
sued a year ago. These figures, on the same 
basis as last year, are shown on the diagram in 
the “Market Outlook” every month in THE 


Ticker, and are also reduced to percentages 


in the “Essential Statistics” page. 

Loans of clearinghouse banks (excluding the 
trust companies) are not greater than deposits 
at the present time, but are less by a small 
margin only. 


Execution of Orders. 

What is the time required or consumed 
to execute a buying or selling order “at the 
market” when given right off the tape in a 
New York City office of a N. Y. Stock 
Exchange house on a half and also a million 
shares day, taking an active stock like Union 
Pacific, Steel or Reading, in odd lots and 
also in 100 shares quantities, say not more 
than 300? How long will it take to get the 

“confirmation” of such orders and notify 
the customer waiting in the office where the 
order was given? ill a “cancellation” con- 
sume as much time as a buying or selling 
order? 

Is the “odd lot” trader at such an office at 
a greater disadvantage than a 100 share lot 
trader, outside of the loss of % on either 
side, which he almost always loses? How 
much difference in time would it make if 
the transactions were executed from a 
branch office of a New York Stock Ex- 
change house at Chicago, supposing, of 
course, that the wires were not out of order 
through weather conditions?—I. L. 

In dealing in the active stocks it makes 
no difference whether business on the ex- 
change is large or small at the time and 
substantially no difference whether your 
order is given from a customers’ room in 
New York City or at any branch in an out- 


side city, connected by direct private wire 
with New York. In fact, in some cases you 
may get even quicker execution over private 
wire than you would get from the cus- 
tomers’ room in New York, as houses 
operating such wires usually make a point 
of handling market orders in the promptest 
possible fashion. 

Two minutes should be ample for the 
execution of a market order either in one 
hundred share lots or in odd lots, and the 
return of the confirmation to the customer. 
It is frequently done in one minute, but if 
a longer time than two minutes is consumed 
on the average you have a right to com- 
plain. 

Of course, the customer must take a 
reasonable point of view in these matters. 
In a wild market like that, for example, in 
Steel common after the Government’s suit 
was announced, a little longer time is natu- 
rally required to handle an order than would 
be the case in an ordinary market. Occa- 
sionally special circumstances may inter- 
fere with the prompt execution of an order 
but the time given above is sufficient under 
ordinary conditions. 

A cancellation will require substantially 
the same time as to buy or sell. 

The odd lot trader is at no disadvantage 
in regard to the promptness with which his 
order can be executed. Moreover, he does 
not, as a rule, lose % on each side com- 
pared with the execution of an order for 
100 shares. Possibly he loses 1/16 on the 
average—certainly not more than this in 
the active stocks. See articles “Odd Lot 
Orders,” Tue Ticker, July, 1911, and “Ex- 
ecution of Fractional Lots,” April, 1911. 
It is our observation that the odd lot trader 
usually considers himself at a much greater 
disadvantage than he really is, for the rea- 
sons explained in the above articles. 


Lost Certificate. 

Two months ago I lost a certificate of ten 
shares of Corn Products com. and I am 
quite sure that it went in the refuse. The 
day after, I notified the transfer office and 
at the same time the company, asking the 
secretary to issue for me a new certificate 
in place of the lost one. The company sent 
me an agreement, issued in a such case, in 
which it stated that I must get a bond for 
$1,000 and this bond shall be in force till 
the old certificate (now lost or destroyed) 
is found; in other words, I shall be under 
bond for the rest of my life. 
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Will you kindly advise me what to do in 
order to get a certificate and avoid this 
bond? Of course I can get this bond, but 


after a number of years the expenses for 
‘oo more than the 


the same will be 
shares are worth. 

We do not know of any other way to 
secure a certificate. It may turn up sooner 
or later, or the value of the stock may in- 
crease to such an extent that the cost of the 
bond would not be much in comparison. In 
order to avoid such losses in future, you 
had better hire a safe deposit box for a few 
dollars a year and keep your certificates 
there. 


London Privileges. 

If I hold a London privilege and the 
broker who issued it fails, where would I 
stand ?— 

You would probably lose your money. 


Error in Telephone Quotation. 


A few days ago I called up my broker 
and asked him for quotation on “Third 
Ave.” He told me the last sale was 3% 
and I put in an order for 20 shares at that 
price. Later in same day, I found out that 
the lowest price had been 3%. The broker 
told me that the stock had not opened when 
I called him up and he had given me the 
closing price of the day before; but this I 
found was 3% and not 3% as he quoted. If 
he had given me the correct closing price, 
I ought to have got my shares, as it opened 
at 3%. As it was I did not get them. Will 
you kindly let me know whether I am en- 
titled to the stock or not?—L. J. 

You could hardly hold your broker to the 
same exactness in a telephone conversation 
as in a letter or even a talk face to face. It 
is very easy to make mistakes over the 
telephone or to misunderstand a quotation. 
If you required your broker to repeat the 
quotation to you so that you are positive 
that he made the error, you have a legit- 
imate cause for complaint, and as the 
amount involved is small the broker might 
prefer to put you in the stock at 35 rather 
than to have an argument about such a 
small matter; but we doubt if you would 
have any legal claim against him. The most 
sone could say would be that he was care- 
less in giving you the quotation and prob- 
ably your only remedy would be to with- 
draw your account and place it with an- 
other house where more careful handling of 
quotations can be expected. 


Essential Statistics. 

E. B.—While we are not exempt from 
typographical or clerical errors, we believe 
you will find comparatively few of them in 

“Essential Statistics.” In some cases the 
average figure given for the latest month 
included in the table is not quite complete 
at the time of going to press. For example, 
in the November number we give the aver- 
age money rate for October, but this is 
really for the first three weeks ‘of the month 
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of October. You get the average for the 
full month of October in the following issue 
of Tue Ticker for December. Also you 
cannot make up a complete table of the 
Idle Car Surplus from “Essential Statistics,” 
as these figures are given out every two 
weeks. Some of the reports, therefore, do 
not appear in “Essential Statistics.” We 
think by bearing the above points in mind 
you will have little difficulty in compiling 
these statistics month by month for the 
period during which they have been in- 
cluded in the magazine. 


Ten Rail Averages—Line Charts. 

Will you kindly inform me as to the fol- 
lowing two points mentioned in your book, 

“Fourteen Methods of Operating in the 
Stock Market”: 

(1) What ten active railroad shares 
should be used in making the “average 
fluctuation,” as described on page 103, 
paragraph next to the last? 

(2) What price, “high,” “low,” or “mid- 
dle,” for the day, should be used in making 
a chart similar to one on page 92, giving 
movements of one point or more? Also 
any other information necessary in the con- 
struction of such a chart.—R. 

(1) The ten active railroad stocks now 
used by the writer in compiling averages 
are as follows: Atchison, Chesapeake & 
Ohio, St. Paul, Lehigh Valley, New York 
Central, Northern Pacific, Pennsylvania, 
Reading, Southern Pacific, Union Pacific. 

(2) You cannot make a chart like that 
shown on page 92 of “Fourteen Methods,” 
from the daily high and low prices as given 
in newspaper tables. This chart shows 
every fluctuation of one point or more in 
the price of the stock. In an active market 
several such fluctuations may occur in one 
day, or in a dull market several days may 
be required to form one such fluctuation. 
You can make up such a chart from the con- 
tinuous quotations as given in the New 
York Evening Sun or in the Wall Street 
Journal. In past issues of THe TiIcKER you 
will find this matter discussed in several 
articles and in reply to inquiries. Explicit 
instructions have been given for making a 
chart of this kind. 


“All Institutions” Bank Statements. 

I notice there is a difference between the 
“Complete Bank Exhibit” given in the Wall 
Street Journal every Monday, and the show- 
ing for “All Institutions” in the Evening 
Post, Journal of Commerce and Chronicle. 
Can you explain this?—C. C. 

The Wall Street Journal explains it as 
follows: 

“The Journal of Commerce and other 
papers use the actual figures of the clearing- 
house banks in their compilation of ‘All 
Institutions.’ As the ‘non-members’ figures 
are issued only in the average, the Wall 
Street Journal uses the average figures from 
the member banks also. 

“Another difference may be found in net 
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deposits of non-member institutions. The 
real ‘net deposits’ of non-member banks, 
that is, those upon which the percentage of 
reserve is determined, are not given out by 
the State Banking Department, for some 
reason unknown to us, so it is necessary for 
us to figure them out ourselves.” 

It makes little difference which of these 
figures are used, provided comparisons are 

ways made on the same basis. 


Compiling Averages. 

In figuring the daily average of 20 active 
railroad stocks, sometimes you will find 
there has been no transaction in one or two 
of the stocks mentioned. What do you do 
in that case? Do you take the closing price, 
or the prices of the day before?—H. L. 

We think the best plan is, in cases where 
one or more of the stocks used in your 
averages are not quoted on any day, to use 
the mean between the bid and offered prices 
at the close. You can get’ these bid and 
offered prices, as you doubtless know, from 
the night edition of the Evening Sun or 
from the Wall Street Journal and numerous 
other morning papers. This gives, you the 
prices exactly enough to meet your require- 
ments. 


THE TICKER AND INVESTMENT DIGEST. 


The averages of the Wall Street Journal, 
based on 20 rails and twelve industrials, are 
figured on the closing bid price for each 
stock every day regardless of the price of 
the stock at the last sale. This method has 
its advantages, because in some of the less 
active of these stocks the last sale for the 
day may have been made long before the 
close. In such cases if another sale had 
been made near the close of the market it 
might have been considerably above or 
below the sale which was actually recorded 
as the last. By using the closing bid prices 
all the time you get the final market of all 
stocks. However, where you use only the 
more active railroad stocks, these fine points 
make but little difference. 





Convention Number 
Of the Gulf States Banker. 


The Gulf States Banker, of New Orleans, 
issued a very interesting special American 
Bankers’ Association Convention number, 
@ propos of the important convention held 
in that city. The issue contains 144 pages 
and is complete in every detail. It is a 
credit to that enterprising publication. 





Readers frequently to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 


you wish to deal. Also state 


you have any preference in regard. 





large city is located most conveniently to you, or if 


We refer our readers only to such houses as we would consider safe custodians of 


our own funds, but of course 


can take no further responsibility. 





The Figure Chart 


The followi 


figure chart completes the chart on page 108 of the July, 1910, Ticker down 


to date given below. It is based on the daily average closing bid price of 20 standard railway 


stocks, and gives a general view of the course of the market since June, 1910: 
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gy 


1910. 


June Sept. Nov. Dec. 


eb. 
20, 7. 27. a 9 
1911, 


23 23 
22 22 


*100 is subtracted from each figure in order to condense the chart. Thus 19 represents 





Dividend Calendar 


Books close. Books open. Dividend. Payable. 

. Agri. Chem. com. ini TDee. 30 1% Jan. 15 

. Agri. Chem. pfd aC. 14% Jan. 

. Beet Sugar pfd TDec. 16 14% Jan. 

. Can. pid 1 1% Jan. 

. Car & Fdry. com ‘ ey, Jan. 

. Car & Fdy. pfd tDec. ; 

. Locomotive pfd 

. Smelting & Refin 

. Smelting & Refin., pfd 

. Sugar Refining, pfd 

. Sugar Refining, com 

. Woolen, pfd 
Atchison, Top. & S. F., pid 
Atlantic Coast Line, com 
Brooklyn Rapid Transit 
Bklyn. Union Gas 
Brooklyn Union Gas 
f Canadian Pacific 
Canadian Pacific com 
Central Leather pfd 
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Chic. & North Western pfd 
Chic. & North Western com 
Chic., Rock Island & Pac 
Colorado & Southern com 
Crucible Steel pfd 
Delaware & Hudson Nov. 
b Del. Bae. BH Ws oc eaniss stk.div.TDec. 
Dela., Lacka. & West extra Dec. 
Gen’l Chem. com. (com. stock) 
General Chemical pfd 
General Electric 
Hocking Valley 
Illinois Central (Isd. Ins.)................. sa Dec. 
Interborough Rapid Trans 
Intercontinental Rub. pfd 
International Harvester com 
National Biscuit com 
Natl, Enam. & Stamp. pfd 
National Enam. & St. pfd 
National Lead com 
National Lead pfd 
New York Central 
N. Y., 
Norfolk & Western com 
North American Co 
Reading 2d pfd 
Republic I. & S. pfd 
St. Louis a a ey pfd 
Sears-Roebuck 
Sloss-Sheffield ai & I. pfd 
Southern Pacific 
Underwood Typewriter com 
Underwood Typewriter pfd 
Union Pacific com 
d United Fruit 
United Fruit 
Va.-Caro. Chem. com 
Virginia-Carolina Chem. pfd 
Western Union Telegraph 
tTo stockholders of record this date. 
b Dividend of 35% in Lackawanna Railroad Co. stock. 
d Dividend may be applied toward payment of subscription for new stock at par. 
f Stockholders of record Jan. 2 ome right to subscribe to $18,000,000 new stock at $150 a 
share to extent of 10% of ho — et yments to be made 20% each on Feb. 13, April 12, 
June 14, Aug. 16 and Oct. 18, 191 Right t to subscribe terminates Feb. 13. 
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Essential Statistics Boiled Down 


of the financial and industrial situ- 
ation. Under each head we give fig- 


T= figures below give a complete view 
ures for the latest month available, 


for the preceding month (in some cases the 
preceding two months), and for the month 
corresponding to latest figures in each column, 
for each of the four preceding years. 





Average Average Per Cent. 
Cash to 
Deposits, Deposits, 
Prime European New York New York 
Clearing- Clearing- 


Money 


Money 
Rate 


Rate 


Commer-. Banks 
cial Paper 
New York. 

434 

4 

4% 


414 
4% 
4° 
41% 
4% 
3 

6 


December, 1911 
November, 1911 
October, 1911 
Corres’g mo., 


Per Cent. Per Cent. Money in 
Cashto Loans to Circulation 
Deposits, Deposits, Per Capita 
All All First of 
National National Month. 
Banks. Banks. 


Per Cent. 
Loans to 


house 


100.9 
99.4 
98.5 

103.2 

101.9 
95.6 

109.7 





New Securi- 
ties Listed Bank 
N. Y. Stock Clearings 
Exchange of U.S. 
(000 omitted) (000 omitted) 


$80,520 
51,448 
96,828 
106,324 
13,218 
195,670 


$14,080,339 
13,545,778 
13,633,427 
14,786,132 

_ 12,990,265 
9,679,735 


November, 1911 .. 
October, 1911 .... 
Corres’g mo., 1910. 

“ “ 1909. 


1908. 
1907 


“ “ 


Balance of 
Trade 
Imps. or 
Exports. 
(000 omitted) 


Balance of 
Gold 
Movements 
Excluding —Imports or 
N. Y. City. Exports. 
(000 omitted) (000 omitted) 
$6,006,464 Ex.$10,482 
6,035,574 Im. 118 
5,819,123 Im. 2,937 
5,722,505 Ex. 11 = 
4,799,242 Ex. 
4,178,993 Im. 62, om 


Bank 
Clearings 
of U.S. 


Ex. $75,461 
. 78,971 
76,834 
53,489 
57,337 
93,521 





Gibson’s Bradst’s English 
Index Index of Index of 
Cost of Commod- Commod- 
Living. ity Pes. 
110.2 8.98 
110.8 8.89 
112.5 8.81 
108.9 8.79 
114.6 9.12 
104.7 8.21 
103.8 8.52 


2597 
2576 
2593 
2461 
2333 
2198 
2360 


December, 1911.... 
November, 1911... 
October, 

Corres’g mo., 


“ “ 


* December. 


Price of (Tons.) Copper per (Lbs.) 
ity Pcs. Pig Iron.(0000’td.) (Cents). (000 o’td.) wiatihe td.) 


Whole- Produc’n Price U. S. Produc- U.S. St’ 
sale ofIron of tionof Cop- Co. Unfill. 
Tonnage 


13.1 
12.6 
12.2 
12.6 
13.2 
14.1 
13.2 


$14.88 
15.15 
15.34 
15.53 
18.75 
17.25 
18.94 





Building 
rations, 


: 

of late oO _ 
wen 

Cities. 


December, 1911.... 
November, 1911.... wa 
October, 1911 . 
Corres’g mo., 1910. 
“a “ 1909. 
1908. 
1907. 


42,831,459 

38,063,000 
43,627,000 
23,081,000 


“ “ 


*Incomplete. 


Business 
Failures. 
Total 

Liabilities. 
$15,126,862 
40,657,428 17,068,986 
12,757,597 
10,199,253 
13,300,758 
25,145,140 


Earnings 
10 Leading 
Railroads. 


Crop Conditions. 
Winter 

Wheat. Corn. 
86.6 vis 
70.4 

80.3 

73.8 

778 


$21,535,776* 
22,819,166 
24,43,833 
20,553,829 
19,642,868 





The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 


EEKLY high and low for the average 
closing price of 20 standard rail- 
ways since the low point of July, 

1910, are shown in chart form below. The last 
week given is that ending December 156, 1911. 

The diagram also shows, in millions of dol- 
lars, the course of excess deposits and surplus 
reserves of New York clearing house banks 
(excluding the trust companies). The zero 
line represents equality of loans and deposits. 

Prices have been well maintained during the 
past month, and on November 23 the averages 
reached a new high point for this movement 
at 119.2. Considerable profit taking has since 
appeared and the upward movement has not 
been resumed with the same momentum as be- 
fore. A general effort to anticipate the Janu- 
ary 1 reinvestment demand has undoubtedly 
been influential in maintaining prices; but good 
reports from the Steel industry, especially a 
bullish interview by Mr. Frick. have brought 
in considerable buying of the semi-profes- 
sional class. 

The most important bullish factors in the 


20 Rails. 
123 


5 122 
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situation are continued easy money, improving 
business conditions and signs of greater po- 
litical conservatism. The bearish features are 
the probability that we may later work into a 
period of tighter money, the continued high 
cost of living, the probability of further Gov- 
ernment prosecution of corporations under the 
Sherman law and the approach of presidential 
year, bringing with it even more than the usual 
number of uncertainties. 


Money Market. While there is a possi- 
bility of higher money rates temporarily at the 
year-end settlement, the return of currency 
from the country in large volume within the 
last two weeks seems to indicate continued 
ease in the money market through the winter. 
The month of January generally brings 
an increase in both reserves and de- 
posits of all banks, owing to the 
reinvestment of dividends and to the 
customary quieting of business during the 
months when snow offers the greatest obstruc- 
tion to transportation. Commercial paper so 
far gives no special evidence of hardening 
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rates, and therefore does not irdicate any 
special rottenness in the business situation. 
Apparently, business men are able to meet their 
year-end obligations without more than the 
usual amount of borrowing. The Comptroller 
of the Currency has recently issued a call for 
the condition of all national banks, but these 
reports are not in as we go to press. There is 
no probability, however, that any special over- 
extension will be shown. The comparative 
quiet of business throughout the country does 
not demand the use of enlarged credits, and 
the result is that only normal demands are 
made upon the banks. 


Improving Business. The holiday season 
is ordinarily one of some expansion in general 
trade. To this has been added, in the present 
season, a considerable buying movement in 
steel, which originated in the placing of some 
considerable orders by the railroads. As a 
result, the unfilled tonnage of the U. S. Steel 
Corporation was 4,142,000 on November 30, 
against 3,694,000 on October 31. This is the 
largest volume of unfilled tonnage reported 
since June 30, 1910. Although exaggerated re- 
ports of improvement have been in circulation 
in speculative circles, it is clear that there 
has been a genuine improvement in the con- 
dition of the steel business. On the other 
hand, it is notable that the price of pig iron 
has reached a new low point at $14.88. It was 
almost as low in July, 1904—a period of great 
dullness in the iron trade—but in no other 
month for ten years has the price reached this 
low level. It will be at once observed that 
there is something contradictory between im- 
proving steel business and new low prices for 
pig iron. 

The total bank clearings for the United 
States in November were over $14,000,000,000, 
the largest on record for that month with the 
single exception of 1909. This also shows 
clearly that a fair amount of business is being 
transacted—although it is to be remembered 
that since clearings are measured in dollars, 
the present. high range of prices makes the 
volume of trade appear somewhat larger than 
it really is. 

The bears call attention to the increased 
number of failures in October and November, 
as compared with 1909 and 1910, but the in- 
crease 1s not great enough, it seems to us, to 
be regarded seriously. High prices for labor 
and materials have cut down profits in many 
lines and this is doubtless the cause of the 


moderate increase in failures which has oc-_ 


curred. 


Loans and its. Coming to bearish 
. elements in the situation, there are not want- 
ing important indications that we may be grad- 
ually entering upon a period of somewhat 
higher interest rates. With the bank statement 
for December 2, the line of our diagram show- 
ing the relation between loans and deposits of 
New York banks took a sudden sharp drop be- 
low the zero mark. Those who have read the 
writer’s articles touching this subject in Tue 
Ticker for March, April and October, 1911, 
will perhaps remember that at no time during 
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the past twenty years has a sharp dip of this 
kind in the loan-deposit line to a point showing 
a material excess of loans, failed to indicate 
that prices of stocks had nearly reached their 
high point. However, it must not be forgotten 
that fundamental credit factors of this kind 
do not operate instantly, but apply only to the 
broad swings of prices covering a period of a 
year or more. For example, the loan-deposit 
line did not reach the zero point at the culmi- 
nation of the advance in 1902 until about thirty 
days after the highest prices were passed; in 
1905, about three months before the highest 
point of prices, but the real big bear market did 
not begin until a year later; in 1909, about 
three months after the point of highest prices, 
although the actual decline in the average of 
twenty rails had not been important during 
those months. Any attempt therefore to gauge 
the immediate movement of prices by the study 
of this loan-deposit line, would be likely to be 
unsuccessful. It is merely one of the important 
underlying factors in the situation. 

However, the excess of loans appears to be 
chiefly confined to New York City, and it is 7 
undoubtedly due largely to increased invest- 
ments in securities, and especially in new issues, 
by New York banking institutions. The ratio 
of loans to deposits for all New York banking 
institutions, including trust companies and 
State banks, is now at the highest point since 
these reports began to be compiled in 1908— 
viz., 107.4 per cent. The highest ratio reached in 
the culmination of the bull market of 1909 was 
about 104 per cent. Whether these large in- 
vestments in securities are an element of dan- 
ger is difficult to decide. The same condition 
also exists in London, where underwriters 7 
were obliged to take nearly 90 per cent. 
of a recent Canadian Government loan 
of about $35,000,000, and 80 per cent. of a 
Brazilian loan of $12,000,000. New York is 
now supposed to be borrowing in London in 
order to maintain adequate bank reserves here, 
and the question is how long this can be con- 
tinued in view of the English situation. On 
the other hand, we have some loans to Ger- 
many which will be repaid from time to time, 
doubtless through London. 


High Cost of Living. While prices of 
certain articles have fallen,.there has been but 
little decline in the general cost of living. Gib- 
son’s average stood at 110.8 for November, 
and evidently the figure for the entire year 1911 
will be as high as for any preceding year with 
the exception of 1910, when it was 115.2. Even 
at the high prices of 1907 it was only 109.9, and 
as recently as 1905 it was 983. In 1895 it 
was 81.5. 


Politics. The approach of the presiden- 
tial year is undoubtedly regarded with trepida- 
tion by a considerable number of investors and 
business.men. There still remains the proba- 
bility of prosecution of corporations under the 
Sherman law, and the political situation in gen- 
eral is so mixed that there seems to be little 
use commenting upon it. 

December 21, 1911. 


















































